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THE FIRST SIX MONTHS 


1. Diplomatic Balance Sheet 


FTER three months’ brilliant campaigning, with their 

armies undefeated and their defensive positions still 
largely intact, the Finns have accepted peace terms which 
are much more crippling and severe than the demands put 
forward by Russia last October. Finland is therefore de- 
feated; and since the Allies have made Finland’s cause 
their own, they too have suffered a severe defeat. The 
negotiations of the last few days have thrown a harsh and 
uncomfortable light upon the progress of the war. Berlin’s 
comment on the Finnish settlement was that since in the 
first six months of the war the struggle between Germany 
and the Allies has been to secure the support of the 
neutrals, especially the Northern neutrals, the Allies have 
lost this first campaign. 

There is a salutary measure of truth in the German 
analysis. Since there are so far no major military develop- 
ments to record on the Western front, the belligerents have 
been largely occupied in manceuvring for position. It is 
true that there are certain positive items to be entered on 
each account. The rapidity and extent of Franco-British 
collaboration has gone far to show how potent a striking 
force can be built up by the free association of free peoples. 
On the German side, the Polish campaign in the devastat- 
ing completeness of its success served a double purpose; 
It freed Germany of the nightmare of a war on two fronts 


and it demonstrated even more clearly than the fate of 
Bohemia the reprisals small powers, however guaranteed, 
might expect at Germany’s hands were they imprudent 
enough to offer her resistance. But, apart from these 
factors, the balance sheet is largely filled with intangible 
items, such as the effectiveness of propaganda, war tedium, 
the presence or absence of the “ will to victory,” and above 
all the reactions of the whole ring of neutral States 
who have succeeded in keeping themselves clear of the 
conflict. 

The neutrals do not present the same problem to both 
belligerents; however fantastic it may seem that Germany, 
with her record of aggression at the expense of small 
peoples, should be in a more advantageous position vis-a-vis 
the neutrals than the Allies, it is nevertheless the case. Ger- 
many’s advantage lies in the fact that two years’ successful 
campaigning against small States has given her such a 
prestige of terror that the slightest pressure can secure her 
demands. It is true that this advantage might be lost if 
these demands were exorbitant, for, in desperation, the 
neutrals might look elsewhere. But the demands are not 
exorbitant. Now that the door to the East is half open and a 
vast work of consolidation and expansion awaits Germany 
on her Eastern frontiers, the purposes of the 1939-40 cam- 
paign have been fulfilled. Germany has therefore no desire 
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to “ spread the war.” She wins on a stalemate. She does not 
need to defeat the Allies, only to see that they do not defeat 
her. It follows that to be surrounded by a ring of neutral 
States with whom she can trade (if necessary under threat 
of pressure) and from whose territory no attacks can be 
launched against her, exactly meets Germany’s require- 
ments. She need ask little of the neutrals except that they 
should stay so. 

France and Britain, on the other hand, are under the 
necessity not merely of avoiding defeat but of winning a 
complete and decisive victory. For them stalemate is 
defeat, for it will leave Hitler with his military power intact, 
in undisputed possession of his conquests, armed and ready 
for the next act of aggression. Given the Allies’ urgent 
need of military victory, the neutrals are obviously a far 
greater problem to them than to Hitler. By remaining 
neutrals and trading with Germany, the neutrals consider- 
ably diminish the effectiveness of our blockade; and since 
(as M. Daladier has stated) the Allies “even in the heat 
of war,” are not disposed to begin “tearing up inter- 
national law,” neutral territory, surrounding Germany with 
an inviolable “safety belt,” forms what is virtually an 
extended and possibly more efficient Siegfried Line. We 
are fighting this war to uphold international law and the 
rights of small nations; therefore we cannot open our 
campaign by wholesale violations of both; it follows that 
we must use every ounce of our energy in order to convince 
the neutral world that we are fighting the battle of every 
small State, that we are powerful enough and determined 
enough to win, and that it is therefore in their interests to 
support us in the struggle. 

It is with these considerations in mind that we have to 
judge the balance sheet of the first six months, and there is 
no escaping the conclusion that we have not done well in 
the first round. We have not convinced any of the neutrals 
that it is worth their while to risk German reprisals on the 
promise of our immediate help and ultimate victory. The 
smaller neutrals from the Aegean to the Arctic Circle are 
of one mind on the policy they must adopt in this struggle. 
At whatever final sacrifice of economic and political in- 
dependence, they must not become involved in the war 
now. The case of Finland is a vivid and painful example 
of this neutral point of view. Britain and France were 
prepared to send a large expeditionary force to Finland 
provided the Finns appealed directly for aid and provided 
the consent of Norway and Sweden could be secured for 
the necessary passage through their territory. We now 
know that their consent could not be obtained, and that 
as a result Finland has seen herself obliged to accept terms 
which complete Russia’s naval control of the Gulf of 
Finland and hand over to the Russian military authorities 
the only fortified line in the whole of Scandinavia. Such a 
close to three months’ heroic campaigning just at the hour 
when substantial and specific help from abroad could have 
been obtained seems fantastic and inexplicable. 

Yet the fundamental reason for it cannot be in doubt. 
The offer of Allied help caused more alarm than re- 
assurance among the Scandinavian peoples. Their imme- 
diate fear of Germany outweighed any confidence they may 
feel in our ultimate victory. As the Svenska Dagbladet 
put it, “We do not want Finno-Scandia turned into a 
theatre of war on the northern flank of the Allies, nor have 
we such faith in their present military possibilities as not 
to be deterred by the fate of Poland.” The position could 
not be more clearly put, and it is a measure of Germany’s 
success, It is thus possible to argue that the first campaign 
of the war between Germany and the Allies has been fought 
in Scandinavia, in which case we have not won it; and we 
should be under no illusion as to its repercussions among 
the other small Powers in Europe. Germany has given 
another proof of strength; the Allies of weakness—at least 
for the present. 

With the greater neutrals, the balance of advantage is 
harder to establish, for it is not at all easy to say exactly 
where the belligerents’ interests lie. The position with 
regard to the smaller neutrals (Allied desire for a grand 
coalition and German desire for continued neutrality) can 
only really be extended to the United States, and even then 
only because Germany has no conceivable hope of ever 
winning America to her side, and must therefore regard 
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American neutrality as the best of what is certain to be a 
bad business from her point of view. The Allies, on the 
other hand, would stand to gain immeasurably by American 
intervention, and the fact that the United States is if any- 
thing more resolutely out of the war than in September last 
must be counted against them. Nevertheless, the repeal of 
the American arms embargo, coupled with the “ cash-and- 
carry ” provisions of the Neutrality Act, has conferred on 
the Allies the enormous advantage of having access to the 
greatest industrial system in the world, while Germany is. 
excluded. Here at least the balance is clearly in our favour. 

It is perhaps most difficult to strike in the case of ihe 
two great European non-belligerents, Italy and Russia. At 
the outbreak of war, Italy, military ally of Germany, did 
not enter the struggle at Germany’s side. Russia, on the 
other hand, ceased to be the potential ally of the West and 
reached an agreement with Germany. The beginning of 
hostilities, therefore, found both states with their diplo- 
matic engines in reverse, and, from the Allied standpoint, 
the real problem in the first six months was whether they 
would go further in the new direction. Italy clearly has. 
not done so. She has always appeared to regard the Axis as 
an instrument of pressure on the West rather than as a fun- 
damental alignment; and once the West, by declaring war, 
moved beyond the reach of peaceful pressure, an active 
Axis policy lost much of its attraction. But it is uncertain 
whether Germany did not prefer a benevolently neutral 
to an actively belligerent Italy. Germany’s general attitude 
towards the desirability of a fringe of neutral States does 
not appear to have been modified in the case of the Axis, 
and the German leaders may have believed that it would 
still be possible to make use of Italy as an instrument of 
pressure. Here, however, there may have been miscalcula- 
tion. Although the Allies may not have improved their posi- 
tion in Italy, it does not seem that Germany’s stock stands 
higher than it did. Whatever may have been Ribbentrop’s 
purpose in this week’s descent on Rome, it has not yet led 
in any stiffening of Italy’s attitude towards the Allies and, 
indeed, coincided with a very satisfactory settlement of the 
outstanding coal dispute. Every Italian commentary under- 
lines Italy’s complete independence of movement, and, for 
the time being, there is some reason to suppose that inde- 
pendence will continue to be expressed in terms of strict 
non-belligerency. 

Since the Allies were negotiating a full alliance with 
Russia last August, their failure to achieve it must be 
counted a setback, however forcibly later events in Poland, 
the Baltic and Finland were to illustrate the price they 
would have had to pay. Germany was able to make use 
of her general advantage vis-a-vis any neutral State. The 
Allies had to ask Russia to fight, Germany only that she 
should remain neutral. Nevertheless, Germany would have 
been glad to achieve more than mere neutrality in return 
for a step which cost her so severe a sacrifice of ideological 
purity (no light matter in a war of words). A neutrality 
as benevolent and serviceable as America’s to Britain, the 
opening up of Russian resources, closer economic co- 
operation, perhaps even a final military agreement—these 
are the advantages Germany has been seeking in the first 
six months of war. 

Closer co-operation depends on both the willingness and 
the ability of Russia to assist. So far it does not seem that 
both factors have been operative at the same time. While 
Russia was carving out her share of Poland and peacefully 
occupying the Baltic, her military and economic resources 
were not seriously strained by the effort, but it was clear 
that she was serving Russian, not German, purposes and 
that Germany was beating a hasty retreat. The Finnish war 
changed the situation. Such was Russia’s embarrassment 
that her desire to co-operate with Germany increased and 
a certain German economic penetration began. But the 
strain of the Finnish war so undermined Russia’s ability 
to help that Germany became increasingly anxious to bring 
it to an end. This week’s negotiations in Moscow do not 
really clarify the position. The war is over. The drain on 
Russia’s resources will cease and her ability to help Ger- 
many will presumably be strengthened. It is by no means 
certain that Russia will be willing to do so. Various signs 
in the last few weeks—especially the curious request to the 
British Government to act as intermediaries—have made it 
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clear how much Russia fears the prospect of war with the 
Western Allies. Although Stalin has gained all his de- 
mands, the Red Army has not come out of the struggle 
very gloriously, and Russia will probably now prefer a 
quiet life to further military adventure. We must wait to 
see what course Stalin now sets, but the probability seems 
to be that the assistance Germany will get from Russia will 
be limited. 

If, in spite of the benevolence of trans-Atlantic neutrality, 
in spite of Italy’s strict non-belligerency and the uncer- 
tainty of Russia’s future policy, we still have to enter our 
six-month balance in the debit column, we must face with 
all the greater determination the task of transferring it to 
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the credit side within the next six months. We are still 
drawing on the reserves-of our victory in 1918, and among 
the signs that we are seriously overdrawn, not least is the 
scepticism, brought home to us so bitterly by Sweden’s 
recent policy, with which Europe is beginning to view our 
ability to keep clear of the bankruptcy court. An offer of 
peace or of mediation now would be equivalent to apply- 
ing to the Receiver. It is only through hard work and 
sustained effort that we can hope to restore our impaired 
credit. Our first task is to convince the nations of our 
political solvency. Only then will they begin to open 
accounts on London in the assurance that no safer 
guarantee of their security can be obtained. 


2. Towards an Economic Policy ? 


A LATER article in this issue of The Economist de- 
scribes, with a detail which some readers may find 
frightening, the structure of economic control and manage- 
ment that has been built up by the Nazis in order to 
extract the maximum possible output from the German 
national economy. We need not feel unhappy that we 
entered the war with our war economy in a far more 
embryonic state than the Nazis’; indeed, it would be sur- 
prising if it were not so, for the main object of our 
economy, right up to the outbreak of the war, was to 
advance the welfare and increase the consumption of the 
people. But from September 3rd onwards, the hampering 
dualism of British economic policy disappeared; from that 
date the need to preserve as much as possible of normal 
methods and normal objectives disappeared; arming be- 
came the sole aim of policy, and the Government should 
have been able to give themselves to it single-mindedly. 
Any survey of the first six months of the war must neces- 
sarily ask how far this duty has been done. 

The critics of the Government’s economic policy have 
concentrated, to what is perhaps an excessive and self- 
defeating extent, on the lack of machinery to reach deci- 
sions and co-ordinate policy. The demand for co-ordina- 
tion, as has frequently been pointed out in The Economist, 
has now been very largely met. The elaborate hierarchy 
of committees of Ministers, of Civil Servants and of 
economists, with Lord Stamp as Highest Common Factor, 
is ensuring that the different departments do not trip over 
each other’s feet as they move towards their common goal. 
But this is a different matter from choosing the course 
and setting the goal. Lord Stamp and his colleagues can 
collect the material and map out the different possible 
courses. The decisions can only be taken by Ministers. 
Here, i it was argued two months ago, is the chief weakness 
in the economic policy-making machinery—a paralysis of 
decision in those lofty regions where alone decisions can 
be taken. Since then there have been some signs of im- 
provement. The decision to subsidise the prices of food- 
stuffs was one, and the recognition that this decision 
formed only part of a complete policy was another. The 
terms of the first War Loan give evidence of very careful 
thought being devoted to the long succession of borrowings 
that are to come. But even with these improvements it 
can hardly be said that we yet have an economic policy— 
or that the policy, if it exists, is comprehensive enough 
(a glance at the accompanying article on the German war 
economy will show what is meant by a comprehensive 
economic policy; the solutions found by the Nazis may be 
right or wrong, but it is impossible to deny that they have 
tackled problems which we have hitherto ignored). The 
Government have allowed the impression to be created 
that all their thinking is done for them by their critics. 
Undoubtedly the impression is false; but the time that 
seems to be necessary for a decision to be taken is such 
that the Government never seem to have the initiative 
or a real command over events. 

This has been abundantly demonstrated in the case of 
export policy, which was the first—and perhaps the most 
important—object of the critics. The first official reaction 
was to fence with the critics—which looked like indif- 
ference but was probably only due to the fact that no 


decision had been taken. The next stage was for Ministers 
to make speeches exhorting the individual citizen to solve 
the problem by his own efforts—which seemed to argue 
that the problem was well on the agenda of Ministerial 
discussions but that the responsibility was still being 
evaded. The war was nearly five months old when the 
Export Council was set up. The Council is an executive 
body, it is supported by a determined President of the 
Board of Trade and it has been allowed to state its aims 
in vigorous language. But it is only now beginning to ex- 
amine the problems that were urged on the Government 
by outside authorities six months ago. This is not the tempo 
at which modern wars are won. 

Impatience is natural in wartime, and it must not be 
allowed to mislead us into the conclusion that no progress 
is being made. In one direction, indeed, there has been an 
astonishing change in the atmosphere since September. 
This is the realisation by the public of the nature of the 
financial burdens they will have to bear—though even here 
we must wait until Budget day to be certain that the change 
in atmosphere has been translated into Government action. 
At the time of the War Budget in September, Sir John 
Simon was widely criticised for having been too severe, 
whereas it was apparent to those who realised the dimen- 
sions of the problem that, if his Budget had a defect, it 
was that of raising too little by taxes. Since then, the educa- 
tion of the public has gone a long way, and if next month’s 
Budget does not include something of the scope and 
imagination of Mr Keynes’s proposals, there will be wide- 
spread disappointment. One battle on the economic front 
is thus being won—at least in principle, though there is 
still a tendency (which Mr Keynes shares) to discuss the 
problem as if there were to be no further increases in 
expenditure above the present level. 

Cutting down consumption, however, even in wartime, 
is not an end in itself. Its purpose is to set resources of 
labour and materials free to be absorbed in the war effort. 
No purpose whatever is served in merely throwing men 
into unemployment or plant into idleness. The end 
of all war economics is to increase the production of the 
war industries—taxes, compulsory savings and the rest have 
no purpose except to contribute to that end. We cannot 
afford to wait until those who are thrown out of work by 
the restriction of consumption re-train themselves and find 
their own way into the armament industries. We need a 
mechanism—such as the Nazis have—for ensuring that 
every man and woman who can be released from making 
consumption goods is put to work at the earliest possible 
moment either in making munitions or in making goods 
for export or at least in making goods for stock. The only 
form of retraining we have at the moment is the survival 
of the peacetime rehabilitation schemes, which no one will 
enter until he is actually unemployed, if for no other reason 
than that the trainees are not paid full wages. The main 
task of economic policy for the Government and their 
critics to concentrate on in the second six months of war 
is to convert this embryonic scheme into an enormous plan 
for inviting—and if need be inducing—the workers of the 
country to offer themselves for retraining. Only so shall 
we become an arsenal large enough to challenge and defeat 
that other arsenal beyond the Rhine. 
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FTER six months the people of this country are puzzled. 
Last September the nation went to war with impres- 
sive and unprecedented agreement. There was no exulta- 
tion, for the shadow of war had hung too long over Europe. 
The possible horrors of modern war, its strains and sacri- 
fices, were too well known. Reluctantly the peace-loving 
citizens of Britain and France had come step by step to 
see the conflict as inevitable; and when it came the 
unanimity with which it was accepted was soundly based. 
The nation was united in its hatred of the “ evil things ” 
that the Nazis had made familiar; it was awake to the real 
danger that the Third Reich presented, not only to the 
small peoples of Europe, but to Britain and France as 
well. 
That unity and that agreement have not gone. They 
have grown as the full measure of Nazi methods, in con- 
quered territories and on the high seas, has been re- 
vealed. But they have found little focus or outlet, either 
in action or in suffering. In September the course of 
hostilities was freely forecast. A massive attack by land 
and in the air against Britain and France was expected, and 
the nation was steeled to meet the shock, confident that the 
assault would fail and so serve simply as the beginning of 
Germany’s own defeat. The certainty of that defeat was 
never questioned. The way to its consummation was gener- 
ally accepted to be the strangling of Germany’s war in- 
dustries by sea power and the uprising of the disappointed 
German people against their tyrannical rulers. 

Little of this high tragedy has been enacted. No major 
war in the military sense has been begun. The German 
people have shown no sign of deserting their leaders. 
Even the blockade, although its grip upon the enemy’s 
economy has steadily tightened, is no longer regarded, in 
high places or in low, as a decisive instrument of victory. 
To the bulk of the people the progress towards Germany’s 
defeat made in six months has imperceptible, In 
September the Poles fell, with the Allies unable to help 
them. Now, at the start of the second six months of war, 
the Finns have followed. 

There is some sense of frustration. It is by no shadow 
of meaning a sense of defeat. Only a negligible few doubt 
that an Allied victory is assured. But no one knows when 
and how and where it will finally be achieved. No one 
can know this in war; but this time no one thinks they 
know. In 1914-15, even after grave military defeats, the 
cry “On to Berlin” focused the wartime spirit of the 
Allied peoples. Their courage and their resolution had 
concrete expression. Now, there is no clear way to Berlin 
and, apart from the perils of men at sea, the sole field for 
courage and resolution is the economic field. It is not from 
bombs and bayonets and poison gas that the test has come 
so far, but from unemployment, slack business, rising 
prices, high taxes, rationing, controls and restrictions. It 
is not air raids that have upset the nation’s work and 
social life, but air raid precautions, the black-out, evacua- 
tion with its social strains, and the interminable waiting of 
defensive personnel. 

Two kinds of complaint have followed. The first, that 
since no Blitzkrieg has been launched, the precautions and 
restrictions which have cramped work and social life for 
six months should be largely given up, is unthinking, but 
very human. The second, that on the contrary too little 
advantage has been taken of the chance to transform the 
country’s economic life radically in continued quiet, is 
more intelligent and more constructive; but much harder 
for ordinary people to see. It is true, as Mr Lloyd George 
has reminded us, that critics win wars—and positive 
criticism of official policy, probably our greatest advan- 
tage as compared with Nazi Germany, has already won 
notable triumphs. But this has been the business of the 
few, even though the triumphs have been mainly won on 
the floor of the nation’s Parliament. 

To the majority of people, unable to measure for them- 
selves the significance of highly technical economic 
matters, national income figures, taxation yields, the 


THE ECONOMIST 


3. War of Nerves 





March 16, 1940 





volume of savings and the rate of output, the main issues 
in the war so far have been purely personal ones. Families 
have been broken up; the cost of living has risen; jobs 
have been lost and new jobs have been got; there has 
been a host of discomforts and inconveniences. It is not 
accidental that the chief topics of discussion in Parlia- 
ment and outside have been the strictness of A.R.P., 
evacuation, pensions, conditions of life in the steadily ex- 
panding forces, dependants’ allowances and the social 
repercussions of war finance. The impact of a half-shaped 
war economy upon society has counted much more than 
the impact of war itself. ; 

Grumbling has not been greater than in peacetime. It 
has probably been less. The reaction of most people has 
been a somewhat negative one. Discomforts and incon- 
veniences have been accepted fairly cheerfully, and official 
pronouncements that they are needed to win the war have 
generally been taken on trust. But the pattern of the war 
and the place of individual citizens in that pattern are still 
obscure. To a man the nation is ready to make the utmost 
sacrifice to beat the Germans, but they look for some 
earnest that the Germans are, in fact, being beaten. The 
panorama of wartime events in Europe has not been appre- 
ciably unlike the scene in the so-called peace years before 
last September, when the earlier Nazi aggressions were 
taking place. The sense of direct personal responsibility 
which flared up when the war started has been dimmed 
again by six months of apparent inaction. 

This is not to say that there is that indifference to 
spiritual values that some high-minded students of our 
present discontents have professed to see. The great bulk 
of the population have weighed very shrewdly, in terms of 
their own lives, the “ evil things ” we are fighting to arrest 
against the “ good things” we are fighting to preserve 
and assure for other peoples and ourselves. The end is 
clear—and very real: in Sir John Simon’s words this 
week, “‘ There can be no future for free men unless Nazi 
domination is curbed.” It is the absence of obvious means 
to this end that burdens the spirit of too many people. 

There is neither weakness nor fear. When the Govern- 
ment states officially that the risk of air raids at Easter will 
be greater than it was at Christmas, the response is not 
alarm but disbelief. People have ceased to believe, not in 
the cause for which we are fighting, but in the war itself. 
The cry of a handful for bombing or other active measures 
by the Allies may lack rhyme or reason, but psychologically 
it is understandable; so, too, for oddly similar reasons, is 
the demand of an even smaller handful for an end in some 
fashion to hostilities; “if you cannot make war, make 
peace,” is the real point of both these minority pleas. 

It is the Government’s task to convince the public by 
precept and by practice that war is, in fact, being made. 
Neither in personal inspiration nor in approach to policy 
has it offered much in six months to lift the curtain that 
has been slowly falling upon the nation’s first ardour. 
There has been a lack of effective appeal in official 
publicity and an apparent gap between the thought and 
language of the nation and its leaders. The party truce, 
Press censorship and fumbling propaganda have not helped. 
Ministerial speeches and official circulars have not struck 
home; only the virulent lucidity of Mr Churchill and the 
flamboyant energy of Mr Hore-Belisha have plainly sparked 
across the divide. Too often the making of policy has 
been slow and fumbling. The considerable social reper- 
cussions of war economy have not been faced. Both 
standard bearers and organisers of victory have been 
lacking. 

Siege warfare is not glamorous or inspiring. The Govern- 
ment began well by its warning of a three years’ struggle 
at least. It has failed since to explain and bring home to 
citizens the long, dull necessities of such a conflict. No 
Three-Year Plan for war has been put before the people 
of this country as the Nazis’ Four-Year Plans for war 
preparedness were put before the Germans. 

It is not that the people do not care. They do—fervently. 
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But they have been given little that is concrete to work for. 
Every time service or sacrifice has been called for, it has 
been generously given, and the first shells or bombs of a 
more active phase of warfare would at once blow away the 
dust of six months’ waiting. The raids on Kiel and Heligo- 
land; the defeat of the Graf Spee; the gallant end of the 
Rawalpindi; the rescue of the Altmark—all these have 
shown the unbounded reserves of enthusiasm that lie to be 
awakened by great occasions: The siege itself must be made 
a great occasion, the vast process of economic mobilisation 
an exciting campaign. It only needs the full devising of 
that campaign, its bruiting abroad in plain words and hard 


4. The Nazi 


N July, 1914, the Imperial Secretary of State for 
I Finance refused to sanction the purchase of several 
million tons of wheat in Rotterdam for fear of upsetting 
the equilibrium of his Budget. No preparations had been 
made by the Kaiser’s Government for ensuring the supply 
of essential raw materials for a long war, and in the first 
two years of the war Germany continued to import food- 
stuffs and manufactured articles that were not essential 
to the war effort; the home consumption of food was not 
rationed for a considerable period; and taxes were not 
substantially increased until nearly the end of the war. 
These mistakes have been taken earnestly to heart both 
by the Nazis and—what is more important—by the 
General Staff. Nowhere have the principles of war econo- 
mics been more thoroughly studied than in Germany. 
Indeed, they have been more than studied, they have been 
applied for seven years past. Nazi Germany has been 
living for years in a war economy, and if this meant that 
she faced the outbreak of war with her workers already 
working at full strain, with her foreign exchange reserves 
depleted and her industrial equipment under-maintained, 
it also meant that she already had in full working order 
a complete apparatus of State control such as her enemies 
are having painfully to improvise. 

The essential aims of the German war economy from 
the start of the Nazi regime have been two: to use the full 
productive capacity of the nation to create a striking 
force of the utmost power; and to make Germany indepen- 
dent of supplies which could be cut off by enemy action. 
In part, these two aims are mutually contradictory, for 
ersatz industries and domestic agriculture are wasteful of 
man-power; but the contradiction can be, and has been, 
to some extent resolved by the building up of reserves of 
raw materials and foodstuffs. In the first stage of the Nazi 
economy, the effort was to ensure that the resources of 
labour and capital that were lying idle when Hitler came 
to power at the bottom of the depression should be re- 
employed—but that the fruits of their re-employment 
should accrue, not to the consumption or welfare of the 
people, but to the military strength of the State. To a 
remarkably large degree this aim was successfully achieved. 

f an increase in the net national income of the Old 
Reich between 1932 and 1938 of Rm. 33 milliards, only 
3 milliards went to increase the consumption of the people 
(who meanwhile increased in numbers by 3.4 millions), 
and the remaining 30 milliards accrued to the re-arming 
State. The instruments of this success were the rigid con- 
trol of wage costs and prices, the State monopoly of all 
new investment and the far-reaching control of foreign 
trade and foreign exchange. 

By the spring of 1938 this first phase was ended; the 
point of “ full employment ” had been reached. Expendi- 
ture on armaments, however, continued to increase, and 
the necessary resources were obtained partly by positively 
reducing the consumption of the people (as distinct from 
preventing its rise, as in 1933-38), partly by levying on the 
Jews and other unfortunate minorities, partly by enforced 
measures of rationalisation and longer working hours, 
partly by Seizing and looting the neighbouring territories 
of Austria and Sudetenland. 

This was already so completely a war economy that little 








THE ECONOMIST 455 


facts and the firm proof that the end of military victory 
can be assured by this means, and this means only, to 
discover the nation roused to the topmost pitch. 

It is not true to claim as Hitler once did that “ there are 
no real convictions in democracies for which men would 
stake their existence.” If Blitzkrieg came—and it may 
come like a thief in the night even now—that lie would be 
nailed in an hour. If it does not come, then the wager will 
be less ostentatious and the game more long and patient 
until the final clash arrives. But if the manner of its play- 
ing is made plainly known, then there will be no lack of 
players or stakes. 


War Economy 


more seemed to be necessary at the outbreak of war than 
to tighten up a few of the controls. In the first weeks of 
the war, under the guidance of the Defence Council, with 
its conservative membership, no revolutionary steps were 
taken. The income tax and wage tax were both increased 
by 50 per cent.; but since, at one end of the scale, incomes 
of less than Rm. 200 a month were exempted and, at the 
other end, a limit of 65 per cent. of total income was set 
which direct taxation was not to exceed, the burden of the 
increase fell mainly on the middle incomes. The only new 
tax on the rich was an excess profits tax of 15 per cent. of 
the excess of profits over the 1938 level. Wages were 
reduced by the suppression of all exceptions to the 
schedules laid down in earlier decrees and by the abolition 
of all overtime and other extra pay. All restrictions on hours 
of work were removed. Formal rationing was introduced 
for a number of foodstuffs and for clothing and—especially 
after the run on the shops at Christmas time—most other 
consumption goods were informally rationed by the re- 
striction of supplies to retailers. The whole output of 
agriculture was requisitioned by the State—as, indeed, had 
been virtually the case since 1935. In addition to the re- 
duction in wages, prices and employment were “ frozen.” 
The existing price decrees were tightened up by a new 
decree. Prices are fixed at the average cost of production 
of the industry, with, in some cases, a pooling scheme to 
assist the high-cost producers. The result is, of course, 
to secure lower prices than where price is left to be 
determined by the costs of the marginal producer. Em- 
ployment was stabilised by the simple device of prohibit- 
ing dismissals. In industry, a policy of concentration on 
the largest and most suitably located producers (the so- 
called W-Betriebe) was carried out, and a similar policy 
in retail distribution led to the closing of a large number 
of small shops. Those hurt by these policies were given 
financial compensation. 

This was a very carefully thought out and ruthlessly 
applied plan for maintaining production and concentrat- 
ing it where it was most needed. No account was taken 
of any vested interests, and if there was a definite tendency 
to favour the rich and the employers, this was not accom- 
panied by any grant to them of influence over the execution 
of policy. On the contrary, its intention was probably to 
reconcile them to the increase in Government control; 
moreover, their consumption could not increase owing to 
the direct controls on retail trade. In fact, the favouring of 
the rich was a convenient way of increasing the “ volun- 
tary” savings available for lending to the Government. 
However, the plan—like other plans that are too logical 
—quickly developed serious weaknesses. The burden im- 
posed on the workers was too heavy; there was a falling 
off in productivity, and even some examples of that pheno- 
menon supposed to be prevalent only in decadent demo- 
cracies—labour trouble. Secondly, the industrial control 
plan developed serious muddles: the controls were in- 
effective and the policy of concentrating on the large units 
proved to be very wasteful. Thirdly, the absence of serious 
land fighting or air raids led to a reconsideration of the 
geographical distribution of production. 

A reorganisation was accordingly initiated in Novem- 
ber and carried through by the end of the year. Several 
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concessions were made to the workers. Overtime pay was 
restored (but only for hours in excess of ten instead of the 
pre-war eight); extra rations were granted to heavy workers; 
paid holidays were restored. The control mechanism was 
overhauled. At the top, a new Economic Council was 
created under Goering’s chairmanship; this Council has 
executive powers, and its membership includes the heads of 
the chief departments concerned, including the Army and 
the Party, but most significantly excluding the Ministry 
of Finance. The previous structure of control had been 
largely built up on the network of trade associations, the 
so-called Reichsgruppen for each industry and the various 
industrial chambers and chambers of commerce organised 
regionally. These bodies remained representative of their 
respective industries or territories, but they were overseen 
by State controls, the Uberwachungsstellen or Reichs- 
stellen. This mixture of “self-government of industry ” 
and State control proved incapable of coping with the ruth- 
less measures of wartime. The authority of the State con- 
trols, organised both vertically (i.e. by industries) and 
horizontally (i.e. by regions), has accordingly been greatly 
increased and that of the representative bodies diminished. 
In some industries, such as banking, coal, automobiles and 
machine tools, the quasi-independent bodies have been 
completely replaced by State commissioners. Nazi Ger- 
many has abandoned the plan of allowing industries to 
nominate their own controllers as being far too inefficient 
for wartime. This tightening up of control has been fol- 
lowed by a reversal of the policy of concentrating pro- 
duction on the large units. An elaborate system of sub- 
contracting is now being built up, and representatives of 
the regional Army commands and of the economic controls 
are responsible for organising a species of Bourse at which 
orders and sub-contracts can be placed. 

Coincident with this new effort to make the utmost of 
the Reich’s own resources, the most is also being ex- 
tracted from the limited possibilities of trade with subject 
and foreign countries. The Protectorate of Bohemia- 
Moravia is to be brought within the German customs 
union; its production is being increased and its consump- 
tion diminished, the ensuing surplus accruing to the 
Nazi overlords. In Poland the most hideously ruthless 
methods are being adopted to the same end. Slave labour 
is being imported to work the fields of Germany; Polish 
industry and agriculture are being reorganised; the unpro- 
ductive elements in the Polish population are being 
systematically starved in order to increase the “ surplus ” 
that Germany can wring from her conquests. The small 
neutrals cannot be openly looted; they can only be threat- 
ened. In the early months of the war German sales to 
the neutrals were better maintained than her purchases, 
with the result that, probably to the chagrin of the Nazis, 
Germany’s clearing debts were substantially reduced. With 
the coming of spring and the freeing of the traffic arteries, 
however, very heavy pressure of all kinds will be put on 
the neutrals to increase their deliveries to Germany. 


Defects and Difficulties 


The impression must not be given that the Nazi war 
economy has worked with perfect smoothness. On the 
contrary, there have been many defects. For example, the 
level of output in the key industries of coal and steel 
declined in the first months of the war. It proved impos- 
sible to carry through a gigantic mobilisation without 
damaging effects on production. The number of workers 
on short time (total unemployment is forbidden) increased 
during the autumn, according to one report, to 600,000 or 
1,000,000. Since some 3 million additional men were 
mobilised, there must have been a large fall in total out- 
put. Nevertheless, in spite of these defects, the organisa- 
tion of the war economy in Germany must be adjudged to 
have been successful. The Nazis have shown themselves 
very quick to make up their minds, very quick to recognise 
and correct their mistakes. In six months they have applied 
one plan, modified it and replaced it by another. 

There is much also that we could learn from the solu- 
tions that the Nazis have found for some of the particular 
problems that face any country that is engaged in totali- 
tarian warfare. The enforcement of average, rather than 
marginal, prices has already been mentioned (it has been 
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adopted by one, but, so far as is known, by only one, of 
the British controls). Secondly, the vexed problem of what 
is to happen to individuals whose livelihood disappears as 
a result of the State’s action has been solved in thorough- 
going fashion. The worker is protected against unem- 
ployment by the prohibition of dismissals; and if the em- 
ployer loses his market he is given financial assistance by 
the State to tide him over. The Oeffa (Company for 
Public Works) extends credits or guarantees to firms in 
difficulties; the Reichskreditgesellschaft is used for a simi- 
lar scheme to benefit the creditors of enemy aliens; and the 
regional economic authorities are empowered to pay relief 
or compensation to employers whose plant has been closed 
as a result of the war. Thus employers and workers are 
alike kept in economic being until they can be absorbed in 
the war economy. This is, indeed, the logical culmination 
of the controlled economy; for the private entrepreneur 
can only be expected to bear risks when he is free to reap 
the reward of risk-bearing; where all production is con- 
trolled and the rewards of enterprise disappear, risk must 
also be removed, if full employment is to be ensured. A 
third example of the thorough methods of the Nazis can 
be drawn from the measures they have taken to ensure a 
supply of labour. The conscription of Czechs and the 
enslavement of Poles are not examples that the demo- 
cracies would wish to follow. But the large-scale recruit- 
ment and retraining of German workers, especially women, 
has more practical lessons for us. While Mr Churchill calls 
for a million women and is apparently content to leave 
them to find out for themselves how they can make them- 
selves useful, the Nazis have actually recruited two million 
women, of whom perhaps half are already undergoing 
training in the factories. 


Financial Policy 


The difference between Nazi and democratic organisa- 
tion after six months of war can be seen most compre- 
hensively in the sphere of finance. The Nazis have grasped 
the fundamental truth that, in war, finance is a camp- 
follower, not the commander. Their Minister of Finance, 
whose job it is to collect the taxes and raise the loans, so 
far from presiding over the Ministerial Economic Policy 
Committee, is not even a member of it. Decisions are not 
reached, in Germany, on a consideration merely of their 
effect on that small part of the national economy called the 
Budget. But the relegation of finance to its proper sphere 
does not mean that the Nazis fail to apply to its problems 
the same ruthless logic as inspires the rest of their war 
economy. The gross national income of the Reich and its 
subject States can be roughly estimated at Rm. 100 
milliards—say, £7,000 millions. It is probable that the 
Reich and the local authorities are already spending at the 
rate of more than Rm. 50 milliards a year (of which all 
but about Rm. 10 milliards is on war purposes). The total 
may possibly increase to, say, Rm. 60 milliards, but public 
expenditure would then be 60 per cent. of the total national 
income, which would be very high even for a rich country 
like Great Britain and for Germany must be considered 
the upper limit. Germany is, then, already close to her 
maximum effort. At the outbreak of the war the revenue 
of the Reich from taxes was stated to be at the rate of 
Rm. 19 milliards a year. This has been increased by about 
Rm. 3 milliards in a full year by the war taxes. The Reich 
also disposes of the income of the unemployment insur- 
ance and other social service funds, and it benefits from 
payments to the Party, and to the Winter Relief Fund, 
from the profits of public undertakings, secret and pub- 
lished, from the levy on the Jews, from the sale of Austrian, 
Czech and Polish loot. Its total net revenue, without loans, is 
probably at least Rm. 26 milliards, and the amount avail- 
able from taxes, etc., for military expenses is about Rm. 21 
milliards a year. In addition, the Reich has been borrow- 
ing since the beginning of the war at the rate of about 
Rm. 24 milliards a year; this high rate of borrowing has 
probably been possible only because of sales of surplus 
stocks and other drafts on working capital. But if it were 
maintained or an equivalent amount of new taxation im- 
posed, it would make a total war expenditure of Rm. 45 
milliards a year, or about £250 millions a month. A very 
rough comparison of the position in the United Kingdom 
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and Greater Germany as it has stood in the first quarter of 
1940 is made in the following table; few of the figures are 
precisely accurate, though the orders of magnitude are 
correct. It is difficult to quote comparable figures for 
France, but an attempt has been made to do so by giving 
the Budget estimates for the whole of 1940: — 

(Figures in £ millions* per month) 


United Greater 
Kingdom France Germany 
Actual national income (gross) ... 500 550 
Potential national income, assum- 
ing full employment............... 550 550 
Probable —— expenditure 
ON War PUFPOSES .............00005 275t 275 
Actual expenditure on war pur- 
poses in recent months ......... 145 (135)§ 250 
Available against war expenditure 
from tax revenue, after provid- 
ing for civil expenditure ......... 47t (14) 115 
To be borrowed ..............ceeeeee 98 (121) 135 


* Assuming Rm. 15 = Frs. 1763 = £1. + Great Britain, 
being the richer country, ought to be able to devote a higher 
proportion of her national income to the war than Germany ; she 
is likely, however, to be less ruthless in depressing the standard 
of living of her people. § This is the average monthly 
expenditure foreseen for the whole of 1940 by the Budget and the 
military credits voted in December, 1939 ; it is handion unlikely 
that this rate of expenditure has been reached yet. + Taking 
the yield of existing taxes (including income tax at 7s. 6d.) in a 
full year and allowing £150 millions from E.P.T. 


These figures can be left to speak for themselves. 

The war machine that we are up against is, then, power- 
ful and efficient. The Allied blockade has caused it some 
inconvenience, but—with the important exception of metals 
of which there appears to be a severe shortage already— 
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the existing stocks have prevented any of the incon- 
veniences from becoming really serious. Indeed, the Allies 
have so far been able to inflict far less damage on the 
German economy than was inflicted by the very severe 
winter. The effects on transport and on the supply of food 
and materials were felt immediately; the delayed effect on 
the liarvest of 1940 may prove to be of much greater 
importance. 

The conclusion to which this brief survey points is not 
that Germany is invincible. The population inhabiting the 
Reich and its subject territories is no more numerous than 
that of Great Britain, France and the British Dominions, 
and it is very considerably poorer in raw materials, in food 
supply and in capital equipment. But the Nazi regime is 
making the utmost of its limited opportunities, while we 
are only beginning to organise our wealth. The Nazi 
economy is susceptible to internal strains. The . +r came 
before the self-sufficiency programme was comp ied; it 
has already been shown that labour unrest can cause plans 
to be modified; the quality of German production is already 
suffering, especially in the vital metal industries; and the 
accumulated stocks, which are doing so much to cushion 
the impact of blockade, will not last for ever. It would be 
a dangerous delusion if we were to believe that these 
internal strains are likely to lead the proud and tenacious 
German people to sue spontaneously for peace. The system 
will not crack of its own; it will crack if the external 
assault upon it is sufficiently pressed home. We must be 
sure that, when the time comes, the assault can be delivered 
with sufficient force. To do that we must organise our- 
selves as ruthlessly and as efficiently as the Germans. 
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NOTES OF 


Finland Accepts the Peace.—It is now possible to 
reconstruct in passably full detail the last act of the Finnish 
tragedy. It begins with the Russian break through at 
Summa which enabled the Russians, though at very heavy 
cost, to advance to the walls of Viipuri, to cross the ice to 
the mainland on the West and thus to begin a disastrous 
extension of the front. This advance, coupled with the utter 
exhaustion of the Finnish troops, of whom the best had 
been in the front line without intermission for twelve or 
fourteen weeks, convinced Finland’s military leaders that 
a defeat of complete annihilation was all that prolonged 
military resistance would achieve. This realisation did not 
lead the Finns to sue for peace, but it must have been the 
fundamental ground for their decision to negotiate with 
Russia even without an armistice, and it obviously des- 
troyed any hopes of bargaining once the Finnish leaders 
reached Moscow. The fact remains, however, that it was 
the Soviet leaders who took the initiative in the matter 
of peace talks. Fear of Allied intervention as well as the 
enormous strain of the campaign on a far from healthy 
economic situation at home led them to put out feelers, 
first, fantastically enough, through London — in other 
words, through those same sinister capitalist intervention- 
ists who were supposed to be straining every nerve to 
spread the war—then through the intermediary of Sweden. 
Whether Sweden acted under pressure from Berlin or 
whether she coupled her mediation with a threat to stop 
all supplies if Finland refused are matters of conjecture. 
Sweden hotly denied both charges, yet it is significant 
that since February 26th the Scandinavian States had 
known that the Allies were ready to send a large expe- 
tionary force immediately and that the only conditions 
set were the receipt of an official Finnish appeal and 
the consent of Norway and Sweden to the transit of Allied 
troops. For one reason or another, that permission was 
never given, and the never sent. Therefore the Finns 
arrived in Moscow, undefeated perhaps, but stripped of all 
possibility of continuing their heroic resistance. As a conse- 
quence, they were unable to modify any of the Soviet’s 
demands, and after three months’ glorious and, on many 
fronts, successful fighting, they saw themselves obliged to 
abandon more than they were asked to cede by negotiation 
last October. 


* * * 


The only important concession which the Russians 
appear to have made is the disappearance of the Kuusinen 
government, which may be taken as an assurance that 
Russia will not interfere with Finland’s internal policy and 
has abandoned the attempt to convert her into a Soviet 
republic by force. On the othe: hand, the concessions wrung 
from Finland—the cession of the Karelian isthmus, of 
Viipuri, of the whole of Lake Ladoga, of a salient in the 
north including the key town of Kuolajarvi, and of the 
Rybachi peninsula, the lease of Hang to become a Soviet 
military and air base, and the demilitarisation of Petsamo 
—do, in fact, rob her of all possibility of armed resistance 
should Russia at any time reverse her decision on the ques- 
tion of non-intervention either by direct military advance 
or indirect Communist penetration. The Finns are now 
in the position of the Czechs after Munich, even to the 
talk (this time by Norway and Sweden) of giving their new 
frontiers a military guarantee. The analogy, if we recall 
the events in Prague of exactly a year ago, is not a happy 
one. Nobody, however, pretends that it is. For everyone 
save Russia, and just possibly Germany, the outcome of 
the Finnish war is a disaster. Once more aggression has 
been made to pay and once more a small nation, in spite 
of alt its gallantry and determination, has proved the im- 
possibility of standing up-successfully to a powerful bully- 
ing neighbour. Britain and France have had the distasteful 
truth thrust down their throats that “in their present 
military possibilities,” the help they can offer does not out- 
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weigh the small powers’ fear of Germany. It is the other 
Scandinavian States, however, who have most reason to 
regret this débdcle. Two significant clauses in the Treaty 
grant Russia free access to Norway, through Petsamo and 
to Sweden, over a railway which is to be constructed across 
Finland’s narrow waist. If these demands are a preface to 
an even more active Soviet policy in Scandinavia, then 
Norway and Sweden in helping to bring about the collapse 
of Finnish resistance have destroyed their only effective 
military defences against Russia. They have suffered, 
Finland has suffered, the Allies have suffered, the cause 
of justice and freedom the world over has suffered a dam- 
aging defeat. We have no reason to look forward with any- 
thing but anxiety to the bitter months of uncertain peace 
and painful reconstruction which lie before the Finns. It 
is to be hoped that the money which might have been 
collected had they continued to fight may still be available 
to help them to repair the terrific damage wrought in the 
last three months. We have been tardy in everything else. 
Here is an opening for generosity. 


* * * 


Mr Welles in the Allied Capitals. -- Mr Sumner 
Welles has now completed his tour of the European capi- 
tals and after long and exhaustive interviews with French 
and British politicians, active and otherwise, he must have 
gathered a clear picture of the Allies’ determination to 
continue at whatever cost their struggle against Germany 
and the spirit of German aggression, to bring the war to a 
victorious conclusion and afterwards to construct a Europe 
in which a repetition of the agonies inflicted on the Czechs, 
the Poles and the Finns will be virtually impossible. Mr 
Sumner Welles must also have realised after his visits 
to Paris and London that whatever peace talk may have 
been discreetly whispered in his ear during his Axis visits, 
the possibility of negotiations is at this moment exactly 
nil. Any suggestion that the Russo-Finnish peace talks 
might offer a basis for an extension of the method to the 
larger front need only be looked at in the light of the 
terms the Finns were obliged to accept to prove its 
absurdity. Peace talks can only follow an Allied victory. 
Until then they would offer only the briefest respite and 
swing the balance of advantage down upon Germany’s 
side. If Mr Sumner Welles takes back to America a con- 
vincing picture of our “will to victory,” there is every 
reason to welcome his visit. Now less than at any other 
time should there be the slightest suggestion that we are 
ready to deal with the aggressor in terms of anything but 
the murderous weapons of his own choosing. 


* * * 


American Economic Policy.—-One of the least ex- 
pected and most interesting events in Mr Welles’s tour 
round Europe was his delivery to M. Paul Reynaud of a 
memorandum outlining the views of the United States 
Government on the economic basis of the eventual post- 
war reconstruction. This document—which, curiously 
enough, does not appear to have been given to any of the 
other Governments that Mr Welles visited, including the 
British—can be summarised as follows: — 

1. Sound commercial relations are an indispensable 
basis of lasting peace. International trade cannot fulfil 
this réle unless it permits each nation to have normal 
access to the resources of the whole world and to find 
outlets for its excess production on the basis of non- 
discriminatory treatment. 

2. Exclusive of discriminatory bilateral arrangements, 
excessive tariff barriers, quantitative regulations and 
exchange control are weapons of economic warfare. 

3. Economic reconstruction after the war will in- 
volve the gradual elimination of excessive and un- 
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reasonable barriers, the acceptance of the rule of the 
non-discriminatory most-favoured-nation principle and 
“ the creation in the field of exchanges and credits of the 
conditions necessary to the multilateral functioning of 
commercial processes.” 
M. Reynaud is reported to have accepted this statement 
of principles. It is, indeed, a wholly admirable collection 
of generalised aspirations. It would be more helpful to 
the European democracies if they could be certain of 
the assistance that the United States will be ready to give, 
when the war is over, to their realisation. The first clause, 
for example, lays emphasis on the necessity for non- 
discriminatory treatment—which is the American interest. 
But it is arguable that it was the very high, though non- 
discriminatory, American tariff which led Great Britain 
to seek special reciprocal favours in the Dominions and 
the Argentine. Or, again, the condemnation of exchange 
control will not be demurred to on this side of the 
Atlantic. But if, after the war, the dollar still attracts all 
the spare gold in the world and American opinion refuses 
to countenance a heavy corrective depreciation of Euro- 
pean currencies, there may be no alternative for us to 
the continuance of exchange control. Does the endorse- 
ment of the most-favoured-nation clause mean that the 
United States is going back on its approval of special 
regional arrangements, which was expressed at the Monte- 
video Conference in 1933? Does it mean that we are ex- 
pected, for all time, to treat on an equal basis those who 
behave reasonably to our trade and those who subject it to 
penal duties? The principles enunciated by Mr Welles 
can be accepted by Britain and France in full sincerity, 
but it needs to be placed on record that when the time 
comes for putting them into practice it is not only on this 
side of the Atlantic that large contributions will be called 
for. 


* * * 


The Italian Coal Ships.—Now that the full facts 
relating to the Anglo-Italian coal dispute have been made 
public it is possible to congratulate the Government on an 
exhibition of good will and common sense. The point at 
issue appears to have been whether the despatch of the 
Italian coal ships from Rotterdam was a challenge to the 
whole Allied Contraband Control or merely due to some 
misapprehension on the part of the Italian authorities. If 
the former, then Great Britain was obviously justified in 
meeting Italy’s “ symbolic” gesture with an equally sym- 
bolic gesture, that of confiscating the coal. (“‘ Symbolic” 
since the coal had already been paid for, and our con- 
fiscation could therefore have done no harm to Germany.) 
It appears clear, however, that Italy had no such intention. 
The vessels left Rotterdam under the mistaken impression 
that Great Britain had consented to the passage of this 
particular coal delivery; there was thus no question of a 
“gesture,” and since it is no part of Britain’s purpose io 
inflict unnecessary inconvenience on neutral trade (i.e. an 
inconvenience which does not contribute to the discom- 
fiture of Germany), it was obviously the course of good 
statesmanship to release the ships, especially as the quid 
pro quo of an Italian undertaking to ship no more German 
coal has been secured. There remains Italy’s problem of 
securing alternative supplies. Here the facts are more 
obscure, and we can only conjecture the reasons which led 
to the breakdown of the Anglo-Italian negotiations. An 
agreement to exchange coal for those products of heavy 
industry for which this country can find a wartime use 
appears to have been practically completed. It is difficult 
to say whether the form or the content of the arrangement 
led the Italian authorities to draw back. A separate agree- 
ment is perhaps an unsuitable instrument, and it may be 
possible to explore future possibilities within the frame- 
work of already existing clearing agreements, for example, 
by raising the percentage at present allotted to British coal. 
On the other hand, it may be that the export of certain 
articles, ranking as contraband on Germany’s lists, would 
cloud Italy’s relations with her Axis partner and lay Italian 
ships open to frequent repetitions of the Amelia Lauro 
incident. Whatever the reasons for the breakdown, the 
Negotiations must, nevertheless, be reopened. Both sides are 
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in a position to extend their profitable trading relations, 
and now is the time to make use to that end of a certain 
capital of good will collected over last week-end. 


* * * 


Ribbentrop in Rome.—There has been a tendency 
to accept Herr von Ribbentrop’s visit to Rome at its face 
value and to dismiss it as something of a rebuff to Ger- 
many’s ubiquitous Foreign Minister. The unsatisfactory 
interview with the Pope, the reserve of the official com- 
muniqués and their insistence on Italy’s freedom of action, 
the veiled insults to the departing guest which appeared 
im certain newspapers, and, finally, General Soddi’s re- 
markable statement that Italy has been refortifying not 
only the Italo-French frontier, but the whole ring of the 
Alps, all contribute their share to the picture of Ribbentrop 
returning, crestfallen and empty-handed, to Berlin. Indeed, 
the picture is so remarkably consistent that one may 
wonder whether some pains have not been devoted to 
making it so. It is at least possible that a sense of semi- 
failure is just the impression both Germany and Italy 
desired to create, especially as there are at least two other 
possible interpretations of Ribbentrop’s Roman activities, 
both of which are far more unsatisfactory from the Allied 
point of view than the conclusions at which we have been 
perhaps encouraged to arrive. Ribbentrop’s visit was timed 
to coincide with the Finnish negotiations in Moscow, and, 
in spite of the non-committal nature of the information 
at our disposal, it is possible to hazard a guess as to the 
context into which Ribbentrop placed the case of Finland 
and the conclusions which he drew for the consideration of 
the Italian Government. From the German standpoint, 
Finland’s surrender is a welcome reminder to other small 
Powers that, however successful the resistance may be, it 
does not pay to fight great neighbours. Moreover, the fact 
that, in spite of receiving a really important offer of Allied 
assistance, Scandinavia as a whole preferred a very 
damaging peace to the possibility of becoming the battle- 
field of the Great Powers can be interpreted by Germany to 
mean that she no longer needs to use armed force against 
her small neighbours, for even with an Allied guarantee 
they prefer to surrender. Ribbentrop could point out to 
Italy that, so far as South-Eastern Europe is concerned, 
the Allies are in an awkward dilemma. Since they respect 
international law, they cannot force their help on unwilling 
neutrals, and since these neutrals are obsessed by their fear 
of Germany, they will not ask for Allied help. The field 
is thus open for an application to the South-East of the 
methods which have been so singularly successful in Central 
Europe and (though at greater cost) north of the Baltic. 


* * * 


To this project there are, however, one or two grave 
obstacles. Is it too bold a conjecture to suggest that Ribben- 
trop made use of part at least of his time in Rome to 
explore means of avoiding them? The chief obstacle is that 
Russia and Italy, as well as Germany, have Balkan and 
Mediterranean interests, and Germany, who is after all 
fighting a war, cannot afford to alienate any potential sup- 
port. Whatever the scope of Germany’s ultimate ambitions 
(and we have every reason to believe they are comfortably 
all-inclusive), a place must be found for Italian and 
Russian ambitions now, and it is possible that the “ survey 
of the next six months,” which the German and Italian 
leaders are said to have undertaken, in fact referred to 
such problems as the allocation of spheres of influence, 
timing and co-operation in the matter of pressure, distri- 
bution of profits, and the like. However, no amount of 
general understanding can entirely do away with Italy’s 
distrust of Germany’s other friend, Russia; yet if effective 
Balkan action were to be undertaken, it would obviously 
gain in smoothness and efficiency if the three Powers con- 
cerned acted in concert and did not offer the Balkan States 
the possibility of playing each Great Power off against the 
others. Thus Ribbentrop may very well have attempted the 
problem of reconciling Italy to some extension of Soviet 
influence southwards (no doubt in return for concessions 
elsewhere). Casual talk of a grand coalition of Russia, Italy 
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and Germany is perhaps less casual than it appears. The 
Italian press has been noticeably more friendly to Russia 
in recent weeks, and Signor Gayda’s commentary even 
referred cryptically to Russia’s “inexplicably hostile 
attitude to Italy” and to the chances of better rela- 
tions. Another possibility, that Germany, disillusioned 
by Russia’s conduct of the Finnish campaign and doubtful 
of the continued usefulness of the connection, suggested a 
discreet return to an anti-Communist front in the Balkans 
(a conjecture apparently borne out by Italy’s reported offer 
to guarantee Turkey against a Soviet advance to the south) 
does not materially lessen the gravity of the position for 
the Allies, for it merely means that two Powers, not three, 
might be engaged in “ extending their influence ” in South- 
Eastern Europe. There is little point in comforting our- 
selves with the fact that Italy has declared her intention 
of following her own line and of preserving freedom of 
action. Her own line may perhaps coincide with Ger- 
many’s, and “freedom of action” can mean anything, 
especially in the Balkans. It is true that these possibilities 
are still in the realm of conjecture, but at least they offer 
good reasons for avoiding too facile a confidence in the 
immediate future of the South-East. 





* * * 


The Rate of Spending .—Sir John Simon’s speech in 
moving a Vote of Credit of £700 millions for war expen- 
diture in the coming financial year added one or two in- 
teresting figures to the knowledge available to the public. 
The present total expenditure, he said, was approximately 
£64 millions a day (the actual expenditure on the Supply 
Services from January Ist to March 9th has been at the 
rate of £6.05 millions a day, to which should be added the 
Consolidated Fund Services at £247 millions per annum, 
or £0.68 millions a day, making a total of £6.73 millions a 
day. The corresponding figure for the last three weeks has 
been exactly £7.00 millions a day). Out of this total the 
three fighting services were taking nearly £4 millions a day 
and the other expenditure attributable to the war nearly £1 
million a day. Moreover, the rate of expenditure is increas- 
ing rapidly. The Vote of Credit for £700 millions will not, 
in these circumstances, last for more than about four months 
of war. Frightening though these figures are in their 
immensity and great though the need is for the utmost 
economy, it is nevertheless true that expenditure cannot 
nana rapidly enough to please those who want to win 

e war. 


* * * 


Foods and Feeding Stuffs.—The debate on the 
Vote of Credit was by common consent devoted to the 
problems of food, but it turned mainly on food production 
rather than food distribution. The deficiency in the supplies 
of fish was emphasised, but here the villain of the piece is 
the Admiralty rather than the Ministry of Food, who 
cannot replace trawlers requisitioned for more important 
work. Sir Samuel Hoare gave a reassuring picture of the 
size of food stocks in this country, which are, with the 
exception of sugar, now larger than at the outbreak of war. 
He did not, however, mention that some of this increase 
may well be due to the fall in consumption brought about 
by higher prices. The full allocation of butter and bacon 
is not being bought because a large number of people 
cannot afford the rations at the present prices. But the two 
main points rightly driven home by the debate were the 
disastrous consequences of the shortage of feeding stuffs 
on agricultural production and the problem of credit for 
the ploughing-up campaign. Mr Morrison’s cheerful state- 
ment that the damage done by the shortage of feeding 
stuffs has been repaired was amazingly at variance with the 
facts. The effects of the shortage, in reducing the number 
of pigs and poultry and the output of milk and eggs, will 
show more fully in the future, and another consequence 
has been the tremendous increase in the price of seed grain, 
which is seriously affecting the success of the ploughing-up 
campaign. The problem of credit is a difficult one; farmers 
of good standing can probably raise the necessary money 
themselves, and only the poor credit risks are likely to 
apply for the limited Government credit made available 
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through the County War Executive Committees. But 
neither Sir Samuel Hoare nor Mr Morrison attempted to 
deal with these problems; they were content during the 
debate to applaud their efforts to secure a fair distribution 
of inadequate supplies of feeding stuffs and to emphasise 
the economy in shipping they had obtained, ever, at the 
expense of the slaughter of breeding stock needed for future 
production. 


* * * 


Annus Terribilis.—Exactly a year ago this week 
Europe stood by and watched the consummation of the 
tragedy whose first act had been played at Munich. The 
Czech nation, after six months’ ineffectual endeavour to 
save what was left of their political community, saw their 
capital invaded, their country given over to German 
military occupation, their Government reduced to puppet 
status and Hitler’s plenipotentiary installed in the historic 
Hradgin. Nor has the year which has elapsed since the fall 
of Prague done anything to mitigate the hardship of the 
Czechs’ enslavement. On the contrary, each month has 
brought with it some new turning of the screw on a tor- 
tured people. Their economy has been ruthlessly adapted to 
suit the needs of their masters—Germany’s way of cele- 
brating their first anniversay is, aptly enough, the announce- 
ment of a customs union between the two States—Czech 
workers have been deported to forced labour in the Reich, 
foodstuffs have been sent to Germany which were urgently 
needed at home, the Czech armament industry is working 
overtime to stock the arsenal of the Czechs’ oppressors. In ° 
the political sphere, all semblance of autonomy is destroyed 
by the overriding powers of the Protector, by the sinister 
activities of Dr Frank and the brutal hold of the Gestapo 
on every sphere of life. Intellectual life is dead, the univer- 
sities are closed, the streets of Prague have run with the 
blood of students massacred by the German police. This 
is the picture of Hitler’s protectorate to-day. This is the 
position to which the Czechs have been reduced, step by 
step, since the bastions of their liberty fell at Munich. It 
is, therefore, salutary that on this first tragic anniversary 
we, who bore so shameful a share of the work of Munich, 
should recall with sorrow the injustice which we helped to 
bring about and renew with energy our pledge to the 
Czechs that they, as a nation, shall live again. Hitler may 
demand a “ Monroe Doctrine ” for his Todesraum, Count 
Csaky may put Hungary’s weight in the scales against the 
resurrection of an independent Czech State, the Allies 
have given their word, and they will keep faith. We can- 
not undo the wrongs of Munich, but we can make full 
amends, and March 15th is a fitting day on which to renew 
our determination. 


* * * 


Air Strength.—-Publicity has done well for the Royal 
Air Force. The fear of German air strength, which was 
still powerful last September, has been blown away by 
stories of the spectacular routine bravery of British flights 
at sea, over enemy harbours and far into Germany itself. 
In combat the British machines, bombers and fighters, 
have taken an unexpectedly heavy toll of their opponents. 
Raiders near the British coasts have suffered severely. All 
this is simple and inspiring fact, but there is some danger 
of over-emphasis. The war in the air has not yet been 
joined. There have been none of the expected air raids on 
our cities, not because they have been beaten back, but 
because they have not been attempted. Our own raiding 
planes have flown on their amazing long journeys with 
negligible loss, not because Germany’s defences are 
negligible, but because they have not so far been fully 
unmasked. No praise can be too high for the proved quality 
of British machines and pilots, but complacency would be 
foolish and unjustified. The struggle for air supremacy 
has not really started, let alone been won, and it is by no 
means quite certain that we are shaping to win it. The 
doubt is about quantity, not quality. It was believed that 
the output of machines from Allied factories had caught 
up the German when the war started. Last week Sir 
Kingsley Wood told the Commons, in effect, that this was 
not so even now. The number of machines “ accruing to ” 
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the Allies, including presumably overseas purchases, was 
(he said) equal to the enemy’s output. Until this leeway is 
made up the Allies’ superior power to produce is being 
wasted. It is unsound policy to rely too much on American 
craft. The Canadian scheme, so long delayed by niggling 
and haggling, is nothing like fully under way. There are 
technical reasons for slackened aircraft output—changes 
in types, the running-in of new factories, etc.—but, if 
reasons like these are to apply all the time, a war-winning 
expansion in the air will be impossible. 


* * * 


The Other Air Force.—Last week, in his speech 
on the Air Estimates, Sir Kingsley Wood was not en- 
couraging about the near future of civil aviation. Commer- 
cial flying must be held back in wartime; but. it seems 
more than likely that, in fact, it is going to be too 
much retarded. In September, all civil aircraft were put 
at the disposal of the Air Ministry. Many machines of the 
several operating companies have done special charter 
duties for the Government; and the craft of internal air 
lines have now been physically taken over. Before the 
war, it was decided to merge Imperial and British Air- 
ways in a single corporation; and in a very short time 
British Overseas Airways (in a truncated form) will take 
over, with Mr Clive Pearson as chairman, Mr Irvine 
Geddes as deputy chairman, Mr W. L. Runciman as chief 
executive member of the board, and Messrs Harold Brown 
and Gerald D’Erlanger as the other members. The centre 
of current controversy is the likely scope of this new cor- 
poration’s activities. Since September, the Empire services 
of Imperial Airways have gone on uninterrupted, and a 
new weekly service across the Tasman Sea will start in 
April. In Europe, however, there only remain regular 
services to Stockholm and Paris, though a fresh service 
to Lisbon is expected soon. It is felt by many critics that, 
even in wartime, this is not enough. 


* * * 


Germany is maintaining existing services and develop- 
ing new ones; sc, too, are Holland and Italy. The French 
flights to South America are continuing. It is hard to deny 
the critics’ arguments which claim that, for reasons of 
trade, prestige, propaganda and rapidity of essential com- 
munications, an appreciable expansion of British overseas 
flying should be attempted. In the struggle for export 
trade, a key part of the economic war, the swift move- 
ment of traders and documents is imperative; and in the 
war of words and ideas the frequent arrival of German 
planes where no British machines ever come invites set- 
backs. Apart from the clear difficulty of sparing craft 
and personnel in wartime—difficulties no greater here 
though than in Germany—there are two chief obstacles. 
One is the lamentable state into which British air services, 
apart from certain Empire routes, were allowed to fall 
before the war. The second, which arises from the first, 
is the need now or soon for new machines all round, in- 
cluding on the Empire routes. The need is for a pro- 
gramme, on the one hand, to try out services to the Medi- 
terranean countries, the Balkans, especially, and South 
America, as well as to restore the planned North Atlantic 
time-table to normal; and, on the other hand, to build or 
buy, over a period of, say, two years, some 100 land 
machines and 50 flying boats. Some scheme like this is the 
least that could be done, not only to keep British civil 
aviation alive for after the war, but also to enable it to 
play its full part in the war itself. The fear is that the Air 
Ministry which controls the commercial services is too 
exclusively R.A.F.-minded to see the problem in the 
round. 


* * * 


Army Complaints.—Judging by the number of 
questions asked in the House of Commons, the period of 
marking time in which the British Army has been forced 
to indulge since the outbreak of war has thrown up several 
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grievances. The epidemic season has recently concentrated 
attention on the Army medical services, which are alleged 
to be inadequate; and numerous complaints have been 
forwarded to the War Office, many of them, it appears, 
grossly exaggerated or quite unfounded, of wholesale deaths 
from various diseases. No doubt the high percentage of 
deaths from illness in the first casualty list was responsible 
for many of the rumours; and it is certainly true that 
through lack of foresight the medical services before the 
war began were not expanded as they should have been 
along with a rapidly expanding army, and that the nursing 
and comforts in some of the medical posts, where the 
milder illnesses are treated, are very inferior to what many 
of the soldiers have been accustomed to when they were 
sick in their civilian life. But Mr Stanley has given the 
assurance that the medical services have been considerably 
improved and enlarged since last September and that there 
had been no shortage of drugs and equipment. A lesson 
of the last war has been learned also, and a psychiatric 
centre has been established in France for the treatment of 
nervous disorders in the B.E.F., while an Army specialist 
in psychological medicine has been posted to each com- 
mand at home. Mr Stanley satisfied another big complaint 
when he announced on Tuesday revised rates of allowance 
for soldiers’ dependants. The condition that allowances will 
only be granted if the dependant is incapable of self- 
support is to be waived, and the household means test is 
to be modified so that one-fifth of the earnings of each 
member—other than the dependant or the dependant’s 
husband or father—is to be disregarded. Further, a de- 
pendant will in future be allowed to receive an allowance 
from more than one member of the Services; and the rates 
themselves are to be increased so that the upper limit for 
the ordinary allowance will be 20s. 6d. instead of 17s. and 
for the special allowance 24s. instead of 20s. 6d. If, as 
Mr Stanley promised, the twin problems of catering and 
waste are really being seriously tackled, even the proverbial 
Army grumbler will soon have little raw material left for 
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The New Civil Servants.—On Wednesday, in 
the House of Lords, Viscount Leverhulme took exception 
to the way in which the extra wartime staff needed by 
Government departments was being recruited. The pro- 
cedure is for departments to state their requirements to 
the Central Register, in which the Ministry of Labour 
has compiled particulars of some 90,000 persons of 
scientific, technical and professional qualifications. Only 
seldom now are recruits sought outside the Register. 
Viscount Leverhulme’s point was that both the Register 
and the appointments made from the Register were 
weighted in favour of academic people to the exclusion of 
trained business men. To a point this is probably true. In 
so far as it pays too much attention to formal or paper 
qualifications, the Register is an incomplete roll of suitable 
candidates for technical and administrative posts. On the 
other hand, there is little real evidence, in fact, either that 
the university people chosen for war work have proved 
inefficient or that the new “ business ” departments of Food, 
Supply, Shipping and Economic Warfare lack the experi- 
enced business men they must have. Indeed, the evidence 
points rather to the contrary. 





* * * 


There is a short-sighted and dangerous view that the 
public management of trades in wartime should be done 
by the trades’ own leaders, and an indifference to the fact, 
proved by experience in the last war, that the supervision 
of the experts by intelligent laymen brings the best results 
in efficiency and fairness. If the Central Register has 
brought the best products of the academic world into 
administrative work, then, on balance, it has justified its 
existence. Indeed, if there is any obvious criticism to be 
made of the staffing of the new Ministries it is not that 
university people have been brought in, but rather that 
toc many aged Civil Servants and pensioners of the State 
have been dug out and placed in the posts of decision. 
All is not yet well with Civil Service recruitment: the 
permanent officers are alarmed lest the new ways of 
appointment should block their promotion and admit 
patronage; too many persons have been on the Central 
Register overlong, while new additions are found places 
very quickly; the proper use of trained and qualified women 
in wartime has hardly been worked out at all; the balance 
between lordly and niggardly salaries for the specialists 
recruited has not yet been hit. But the Central Register is 
working. It is mobilising brains and experience for Gov- 
ernment work. A new device, it creaks in operation, but it 
can be judged by results; and, by and large, a better use is 
being made of brains and talent now than was made in 
1914-18 or than was feared before this war. 


* * * 


Parliament after the War.—In wartime new 
general elections to Parliament and all changes in the 
electoral system are perforce suspended. If the precedent 
of the last war is followed, when a Speaker’s Conference 
was set up in 1917 to consider the reforms that would be 
due when the war ended, steps will be taken to make sure 
that the ground lost during the war will be made up as 
soon as it is over. The Government has not yet made up its 
mind how to proceed, though steps to prolong the present 
Parliament’s life must be taken before next November. 
In answer to a question in the Lords this week, Lord 
Stanhope said the matter was under consideration. It is 
true that there are not the major issues outstanding now 
that were unsettled in 1914-18. Votes had not then been 
granted to women, and the memory of the suffragette 
campaign was fresh. The last war’s end was marked by 
an epochal Franchise Act, not because there had been a 
war, but because the last lap of fundamental parliamentary 
reform had not until then been run. This time there are 
still questions to be answered about the franchise—the 
anomalies of plural voting and university representation, 
for instance. But they are not crucial. By and large, equal 
adult suffrage has been achieved. The really vital problem, 
apart from the obvious need to ensure that the first polls 
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after the war will be held on a revised and up-to-date 
register of electors, is the redistribution of seats. A great 
shifting of population has created gross differences between 
the sizes of constituencies. This reform was already long 
overdue when the war came and must be a first charge on 
peace legislation. Other projects will be pressed upon 
the Government for its draft peacetime Parliament Bill, 
chief among them the arithmetical devices of proportional 
representation. These need handling with great care. The 
disadvantages of Governments with majorities in Parlia- 
ment, but minorities in the country, are obvious; but the 
experience of some of the remedies in other countries has 
not been altogether happy, and in this country we have 
gone back so nearly to the traditional two-party system in 
practice that the likelihood of a seriously unrepresentative 
Government is diminished. As for the rights of minorities, 
it can be argued that it is in the free processes of Parlia- 
ment, not in the machinery of election, that the democratic 
rights of minority opinion should find protection; and the 
majority has at least an equal right to be protected by being 
assured the strong and stable government that modern 
conditions require. 





* * * 


Publicity for Parliament .— Westminster is not a very 
well-known corner of England. A few Cabinet Ministers 
are national figures. All members of the House of Com- 
mons are locally elected. But the day-to-day doings of 
Parliament are little observed among the people. Com- 
mander King-Hall, M.P., is anxious to end this. Only a 
few newspapers make debates and Parliamentary questions 
a sizeable regular feature, and even these are seldom able, 
for technical reasons, to do justice to proceedings after, say, 
seven o’clock. Hansard, the fascinating daily account ver- 
batim of speeches and questions in the Commons, sells only 
1,300 copies a day. It is sold at sixpence, and, costing 
£30,000 a year to put out, it brings in less than £6,000. 
A mere 128 libraries take advantage of the special offer 
to receive it at half-price. Commander King-Hall’s plan 
is to market a weekly Hansard at 2d. He is convinced that 
the untouched record of the Commons’ doings could prove 
a source of interest and democratic inspiration at home 
and a spring of valuable propaganda in other countries. 
His scheme to sell 60,000 of these weekly issues and to 
distribute thousands more free at home and abroad has 
been turned down by a Select Committee. The proposal 
to select one day’s debate or two days’ questions and 
answers was rejected, It was doubted whether 60,000 
people would buy even a shorter Hansard, and feared that 
the experiment would be costly. Actually, if wider atten- 
tion to the ipsissima verba of members and Ministers 
would bring people into closer touch with Parliament, as 
well as making favourable points for the democratic pro- 
cess in foreign eyes, to incur a further small financial loss 
would be immaterial. And it is certainly the case that there 
has been no more impressive feature of the war so far than 
the way in which Parliamentary debates and vigilant ques- 
tioning have shaped Government policy on crucial issues. 
Nevertheless, the soul of Hansard, and its effectiveness, are 
its completeness, and the Select Committee was probably 
right in its decision to begin the process of making Parlia- 
ment better known by expanding the sales—and the read- 
ing—of the daily Hansard. The trouble is that so few 
people realise the dramatic and informative character of 
Hansard’s pages. It should not pass the wit of salesman- 
ship to reduce this obstacle. 


* * * 


Congress and the Princes.—The meeting of the 
Chamber of Princes this week at Delhi offered yet another 
proof that the solution of the Indian problem is not the 
straightforward question of giving or refusing independence 
which the Extremists would have it be. In obvious answer 
to the Congress resolution at Ramgarrh, the Princes pro- 
claimed their loyalty to the Empire connection and their 
desire to see maintained India’s link with the British crown. 
Moreover, they made it clear that they were not ready to 
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accept wholesale transfers of authority from the Para- 
mount Power to other bodies at their (the Princes) expense, 
and distrust for Congress and for their position were 
Congress to achieve the complete independence for which 
it claims to stand permeated almost every speech. The 
impatience of Congress with the Indian States is the under- 
standable impatience of progressive bodies the world over 
with the obstacles set up by history and tradition to the 
forward surge of their reforming zeal. Unfortunately, there 
are only two ways of dealing with such obstacles—over- 
riding them, which entails violence, or moulding them by 
slow reform to fit into the new system. Congress would 
perhaps hesitate to adopt the former line, but the ex- 
tremists, whose patience is not their strong point, regard 
with intense distaste the second course of action, which is 
nevertheless that of the British Government. Britain hopes 
by steady pressure in the direction of reform and modern- 
isation to fit the native States for federation with demo- 
cratic British India. Lord Linlithgow again insisted upon 
this desire in his inaugural address, and it is possible that 
for all their impatience the Congress leaders will accept 
the necessity of allowing a steady process of reform to wipe 
out inconsistencies which they very rightly regard as 
socially intolerable in the twentieth century. There is little 
willingness to make use of the formidable weapon of civil 
disobedience. It is even possible that the outrageous murder 
of Sir Michael O’Dwyer will strengthen the hand of Mr 
Gandhi in his dealings with the wild men of his party. 
Two things above all are necessary to break the deadlock; 
from the side of Congress, a clearer view of the nature of 
the obstacles and of the need for patience and co-operation 
and from our own, scrupulous avoidance of any tendency 
to exploit difficulties, however real, in order to obstruct a 
final settlement. While there is a chance of both, there is 
certainly hope for India. 


* * * 


Shorter Notes 


The arrival of the Queen Elizabeth in New York after 
her secret maiden voyage across the Atlantic has made 
public the device which is now used by merchant ships to 
defeat the magnetic mine, and has, incidentally, given the 
English language the first new word of the war. The 
degaussing girdle (a gauss is the unit of magnetic flux) is 
placed round the hulls of ships, thereby making them non- 
magnetic. 

* 


Complete rationing in France will not come into force 
until ration cards have been issued, which will be based on 
the registration to take place on April 3rd. In the mean- 
time restrictions on food consumption have begun; and 
the French people have to forgo all butcher’s meat on 
Monday and Friday, and in addition beef on Tuesday and 
pork and delicatessen on Friday. They must not purchase 
cakes or confectionery on Tuesday, Wednesday and Thurs- 
day, or apéritifs and strong liquor on Tuesday, Thursday 
and Saturday. Only Sunday remains as the day of com- 
parative plenty. 

* 


It must have been salutary for Herr von Ribbentrop to 
be brought face to face with the temporal ruler of the 
smallest State in the world and to find that it was impos- 
sible to bully him. On the contrary, all reports suggest 
that the Pope was complete master of the situation. The 
traditional courtesy of the Church forbade any breach of 
etiquette, but Ribbentrop’s reception was frigid and he 
was made to feel in a way, which perhaps only the oldest 
institution in Europe can convey, that he was a persona 
ingratissima. 

* 


The war material sent by the Allies to Finland amounted 
to 405 aeroplanes (including 67 bombers), 960 guns with 
2,300,000 shells, 5,224 light machine-guns, 150 anti-tank 
guns, 450,000 grenades, 1,050 submarine mines, 10,000 
anti-tank mines, and 50 to 60 million cartridges. 
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Mr Wang Ching-wei’s puppet Government in Central 
China has received the formal support of Japan through 
the mouth of the Japanese Prime Minister, whose state- 
ment, though omitting any reference to foreign rights and 
interests in China or to Japan’s peace terms, was clearly 
intended to win the allegiance of the Chinese people for 
Mr Wang by letting them know that through him they can 
obtain peace. 


* 


The votes cast at the Kettering by-election were less than 
four-tenths of the electorate. This political apathy was 
probably due to the reluctance of Labour voters, who were 
almost certainly in a majority, to support either the 
Unionist candidate or his opponent, who called himself the 
workers’ and pensioners’ anti-war candidate. The Unionist 
candidate was returned by 17,914 votes to 6,616. At the 
North-East Leeds by-election the Fascist candidate only 
polled 722 votes. 


* 


The Old Age and Widows’ Pensions Bill, which has 
taken up more Parliamentary time than any other piece of 
legislation since the outbreak of war, owing to the opposi- 
tion of Labour to the means test, passed its third reading 
in the House of Commons on Tuesday, March 12th. 


* 


On March 9th, 323,572 men registered for military 
service, of whom 270,000 are expected to be available for 
service; they covered the 24 class and those who became 


' 20 after January 1st. Some 5,332 were provisionally regis- 


tered as conscientious objectors. The call-up since con- 
scription began has gone has follows: — 


Registered Yield Registered Yield 
June 1939 240,000 210,000 | Feb. 1940 250,000 200,000 
Oct. +s 230,000 190,000 | Mar. ,, 323,572 270,000 
Dec. ,, 250,000 7 








1,293,572 1,090,000 
* 


For the first time since the war began the monthly figure 
for road deaths shows a decrease on the previous year’s 
figure. February’s total was 416, compared with 463 a 
year ago; and black-out accidents were nearly 200 below 
the number for January this year. 


* 


The new Agricultural Wages Bill authorises the Central 
Wages Board to fix a national minimum wage which shall 
be operable over the whole of England and Wales, ex- 
cept for such areas as may be exempted on certain grounds. 
The County Wages Boards, which at present fix wages 
for each individual county, will then be unable to fix 
minimum wages below the national minimum. 


* 


For the period from April to September the Govern- 
ment have undertaken to guarantee to dairy farmers an 
average increase of 24d. per gallon in the pool price above 
the level obtained in the corresponding months of 1939. 
It is hoped that the whole of this increase will be obtained 
from the higher prices to be paid for manufacturing milk. 
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Swiss Federal Problems 


(From Our Correspondent in Berne) 


Ts election in Switzerland on February 22nd of a new 

Federal Councillor to replace Signor Motta perhaps 
deserved more attention than it received. A country whose 
elected representatives elect its ministers and judges is 
exceptional; and a country where, despite the presence of 
several language groups of disproportionate size, these 
elections are carried through without any trace of bitter 
rivalry is remarkable. In these days of talk about Federal 
Union among the nations a well-grown and workaday 
federation is worth close study. 

About three-quarters of the Swiss population is German- 
speaking and five out of seven Federal Councillors are 
German-Swiss. The sixth being French-Swiss it was found 
satisfactory to elect Dr Celio, of the Cantonal Government 
of Ticino, to represent the small Italian-Swiss group and 
also—in a sense—the few thousand romanche-speaking 
Swiss. While in the general life of Switzerland, in parlia- 
mentary debates, for instance, and particularly in economic 
affairs, the German-Swiss naturally predominate, it is in- 
teresting and characteristic that on the Federal Tribunal 
at Lausanne the legal prowess of the Latin spirit is re- 
corded; out of 26 federal judges, while 15 are German- 
speaking, there are seven French and two Italian-Swiss. 

In the last war Swiss sympathies were very much divided. 
The Confederation is strengthened to-day by the fact that 
the Swiss almost unanimously recognise in totalitarian Ger- 
many the worst enemy of their own federal and democratic 
way of living. This clearly eases the strain of the state of 
mobilisation or armed neutrality in which Switzerland now 
lives. But this mobilisation impairs those Swiss qualities 
through which the country has become a model of demo- 
cratic federalism; the longer the mobilisation lasts the more 
this will be so. The Swiss Army, like other Continental 
armies, is based on compulsory service, and is not, as the 
British Army was until recently, something apart from the 
nation. Nevertheless, the Swiss tradition of guarding against 
military influence has been such that the army knows no 
generals in peacetime; and when war comes it is the National 
Assembly that elects a general from among the colonels of 
the General Staff. It is therefore with anxiety that many 
Swiss find the control of their press, for example, in military 
hands under a Federal Decree of last September. Recent par- 
liamentary protests have evoked promises from the Federal 
Government that civilians are in future to co-operate more 
actively with the military Abteilung fiir Presse und Funk- 
spruch, 


The Cost of Vigilance 


It is the financial problem, however, that to-day puts 
Swiss federalism most severely to the test. The cost of 
maintaining the country in a condition of armed neutrality 
is enormous. Switzerland, moreover, has habitually lived 
upon the export of manufactured goods (for which the raw 
materials have had to be imported) and upon tourist traffic. 
Since the war exporting has become—except for certain 
categories of goods—much more difficult, and tourist traffic 
has vanished almost completely. The Federal Government 
is responsible for military costs, yet Federal revenue, which 
en principe derives from indirect taxation, is hit by the fall 
in foreign trade. 

It is part of the Swiss federal system that direct taxation 
and the methods by which it is raised are the affairs of the 
separate cantons and of the communes within the cantons. 
It has for many years been necessary for the cantons to hand 
over a considerable part of the proceeds of direct taxation 
to the Federal Government. Since the present war it has 
become inevitable that the proportion which goes to the 
Federal authorities should greatly increase. The War Budget 
now under discussion introduces two more or less new 





taxes, the Wehropfer and Wehrsteuer, to be levied (since 
there is no federal apparatus for such a purpose) by the 
cantons in their own way upon capital and incomes. The 
whole proceeds are to be handed over to the Federal Treasury, 
which will then return to the cantons 10 per cent. of ‘the 
money raised by the Wehropfer, and, as things stand at the 
moment, 25 per cent. of the Wehrsteuer. The money re- 
turned to the cantons from Berne is to be redistributed in 
proportion to the population figures of each canton. 


The Cantons’ Complaints 


The Government’s fiscal proposals are arousing a good 
deal of resentment. The two main lines of attack upon the 
Finance Minister, Dr Wetter, are, on the one hand, that he 
is bleeding the cantons and, on the other, that he is dis- 
criminating between them. ‘To answer the second charge 
first, he replies that to redistribute the available money 
according to the size of the cantonal population is naturally 
hard on the richer cantons which have contributed far more 
per head, but it is fundamentally just that they should help 
the poorer ones, or, as it often means, that the wealthy 
towns should contribute to the expenses of the poor 
mountain districts. To this the canton of Ziirich and 
especially that of Basle-city reply that they contribute more 
than other cantons because they have organised the collec- 
tion of taxes much more systematically and with far fewer 
loopholes. The rich but well-governed city of Basle is par- 
ticularly bitter with regard to its financial fate. Its repre- 
sentatives point out that they contributed more than any 
other canton per head to the Crisis Tax (Krisenabgabe) 
which preceded the present Wehrsteuer and that they will 
certainly continue to do so, while receiving just the same 
amount back per person as poor cantons like Valais, Uri 
or Fribourg, where the cost of living is incomparably 
lower. 

To the charge of bleeding the cantons the Federal 
Treasury replies that, owing to the increased rate of income 
tax, the cantons are in fact to receive 30 million francs, or 
50 per cent. more than the federal subventions which have 
hitherto reached them. But from the Socialist side, it is 
complained that cantonal expenses, what with rising prices 
and the preparation of protection against possible air-raids, 
have already risen beyond that proportion, and that what 
will in fact happen will be that the cantons will be forced 
to help the communes less, and that it will become 
necessary to raise municipal charges on gas, tramways, 
etc., _ therewith the cost of living, especially of working 
people. 

The Swiss War Budget has so far been approved only by 
the Upper Chamber or Council of Estates, which succeeded 
in raising the cantons’ share of the Wehrsteuer returns from 
20 to 25 per cent., during the February session of both 
Houses of Parliament. In March the Budget will come 
before the National Council, and it should subsequently be 
submitted to a vote of the whole people. Meanwhile, the 
country is living partly upon the reserves of the Swiss 
Federal Bank, while a Defence Loan of 200 million francs 
has just been floated. The Federal Council has been armed, 
for the period of the war, with full powers to take action 
which need only come before the Chambers for posthumous 
discussion. This is in itself a suspension of the federal 
system. But the financial problem, though aggravated by 
wartime circumstances, is fundamental. It cannot be solved 
unless the cantons abandon their fiscal independence, their 
right to levy taxes in their own way. Though it is nearly a 
hundred years since the cantons, by the constitution of 
1848, surrendered their sovereign rights, their fiscal 
autonomy is still jealously cherished. Full federation is not 


easy. 
March 3rd. 
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Roumania’s Liquid Asset 


[By A CORRESPONDENT] 


PRIOR to March, 1938, the volume of German-Roumanian 
trade was already large, and the absorption of Austria and 
Czecho-Slovakia brought an automatic increase. The war 
has made it necessary, however, for Germany to seek an 
even bigger share of Roumania’s products, and the struggle 
over oil, in particular, has excited considerable attention. 

Roumanian oil production in 1939 amounted to 6.24 
million tons, against 6.60 million tons in 1938. The Germans 
profess to believe that output can be considerably increased. 
Most of the experts, however, say that the downward trend 
that has been manifest since®1936 can at most be merely 
arrested; and it is not likely that the 1940 figures will be 
over 64 million tons, The exportable surplus is over 2 million 
tons less than this, and by the agreement of last December 
Roumania undertook to deliver about 1.6 million tons to 
Germany during 1940. For the past two months there has 
been constant Nazi pressure to secure an even larger quota. 

The following figures of Roumania’s exports of 
petroleum products to Germany and other countries during 
the first eleven months of the year 1939 were published in 
the “ Moniteur du Pétrole Roumain ”: — 


11 months, 11 months, 
1938 1939 
(Metric tons) 

GEEMANY 2..,00cscccserccccccccceces 635,777 797,663 
Czechoslovakia ..............00+8 282,891 405,550 
Italy ...... seeessceceeescereneeseeeens 497,040 599,878 3 
United Kingdom ............... 471,319 479,014 
RD sipdavcdsseuscrenvascccaseeder 280,992 204,496 
FHungary .......seccccsseeeeeeeeeees 180,879 155,207 
Belgium ....scessesseeeeeceeeeeeees 104,007 143,379 
Jugoslavia eeseeeeeesceeeesseeeeees 128,872 139,656 
Other countries ..............0.0. 1,572,904 840,267 

4,154,681 3,765,111 


These figures show a decrease in quantity of over 9 per 
cent. in 1939 (first eleven months) compared with 1938. 
The value of the 1939 exports, however, represents an in- 
crease Of 14 per cent. on that of the 1938 figure. Having 
allowed the Soviets to take possession of the Polish oil- 
fields, Germany sought to make good this loss at the expense 
of Roumania’s reserves. Her demands, however, were met by 
opposition. The Roumanian point of view was that 
petroleum, the production of which tends to decline, is 
her principal article of export. The Roumanian Government 
could therefore not see its way to sacrifice this, its most 
important source of foreign exchange, for, according to the 
agreement, Germany was to pay in goods and not in cash. 


Foreign Capital 


‘ The Roumanian oil industry is in the hands of about eight 
concerns, several of them being members or subsidiaries of 
foreign-owned organisations, Out of the total share capital 
of Lei 10,500 millions, over a third has been subscribed by 
British and Dutch interests. A big slice of this capital is 
invested in the Astra Romana, an offshoot of the Royal 
Dutch-Shell and producer of some 2 million tons a year. 
Other British interests are represented by the Unirea com- 
pany (500,000 tons) and by a share in Steaua Romana 
(700,000 tons). American capital works through the Romana 
Americana, while Belgium and Italy have also interests, either 
in purely foreign-owned companies or else in collaboration 
with Roumanian interests. 
_ Roumanian capital only operates a small section of the 
industry, the largest undertaking being the Crédit Minier 
(300,000 tons), which used to control various subsidiaries. 
One of these, the Petrolul Romanesc, has fallen into German 
hands, and, early this year, it was reported that the Nazis 
tried to snap up control of the mother company, only to be 
hurriedly anticipated by the Roumanian Government. It is 
clear that most of the producers would prefer not to sell to 
Germany, and great satisfaction was expressed in Berlin a 
month ago when it became known that the Roumanian Gov- 
ernment had appointed an “ oil dictator” with full powers to 
compel exports into particular channels. 

Later news suggests that this measure was not intended as 
a sop to Germany so much as an attempt by Roumania to 

come mistress in her own house. There are agreements 
with Great Britain and France that require to be honoured, 
and these will call for at least 1.25 million tons during the 
Present year, while Italy is a large buyer with the power to 
make her wishes felt. The reconciliation of these various 
claims will fully occupy the oil controller. 
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Transport to Germany 


Germany’s greatest single obstacle is transport. Before 
the war most of the Roumanian oil consigned to Old Ger- 
many went by sea from Constanza to Hamburg. This route 
being now closed, there remains only the Danube and the 
railways. The Danube is closed by ice for two or three months 
a year, and narrows so sharply at the Iron Gates that the 
large oil barges used on the lower Danube cannot proceed 
further upstream, but have to tranship their cargo. There 
are about 300 river tankers, with a total capacity of some 
200,000 tons, so that, but for the awkwardness of breaking 
cargo, there should be no difficulty through lack of tonnage. 
Once again, however, it will be necessary for the oil controller 
to step in, since only a third of the barges are in German 
ownership, while over fifty belong to Roumanians and about 
one hundred and twenty-five are divided amongst seven other 
foreign countries. 5 

That difficulty over river transport is expected is shown by 
the Germans’ energetic attempts to arrange for delivery by 
rail. The line to be used runs north from the Ploesti wells 
through Bacau and Cernauti to the Russian-Polish frontier at 
Sniatyn, and then north-west through the Galician oilfields 
to Cracow and Silesia. The use of this route by Germany 
depends on Russian consent. Great hopes had been 
placed on the usefulness of the Cernauti-Lemberg route 
to relieve this pressure. Germany arranged recently 
for the re-establishment of communications over this 
old line from Orasheni in Roumania through Soviet Poland. 
A programme was signed on December 4th between 
Roumania, Germany and the U.S.S.R. concerning traffic 
which leaves Roumania at Orasheni on the former Polish 
frontier, thus providing a much shorter route through Lem- 
berg and Cracow to the German frontier than that through 
Transylvania and Slovakia. The negotiations suffered many 
checks owing to the unpunctuality of the Soviet authorities; 
sabotage apparently took place. At last it was agreed that five 
trains of 60 wagons each would leave the Roumanian fron- 
tier every night, sealed for Germany, carrying goods from 
Roumania and the U.S.S.R. A train loaded with oil-cakes 
had long been waiting for the conclusion of this agreement, 
and the German wagons were ready beyond the Roumanian 
frontier to tranship the goods; but day by day the Soviet 
delegates found one pretext or another for delay. In the end, 
the first train left on December 20th, and up to date the 
number of wagons carrying goods which were supposed to 
be the main supplies for Germany’s prosecution of the war, 
which ought to have reached 12,600 wagons, is in reality 
seven trains, of a number of wagons varying from 40 to 50. 
In point of fact, little oil appears to have travelled by rail: 
it is easy to understand why, for in addition to gauge diffi- 
culties there is a lack of loading facilities at wellheads that 
have been accustomed to send their output by pipeline. 

In the meantime, Roumania has promised to instal a 
petroleum loading plant at Orshova, but this cannot be done 
during the winter. For the time being, therefore, Germany 
is entirely dependent upon railway transport for the promised 
supplies of raw materials and food both from Roumania 
and Soviet Russia. In Germany’s agreements with Roumania 
it was always stipulated that Germany should furnish goods 
wagons at her frontier station. It seems doubtful whether 
she has been able to fulfil this obligation, for, while the 
freight carried on the German railways in 1939 was 21 per 
cent. more than in 1929, the capacity of goods rolling stock 
had declined by 15 to 20 per cent. The reasons given were 
the shortage of raw materials for construction of goods 
trucks, the fact that the metallurgical factories were working 
to capacity with orders for war material, and the lack of 
funds in the railway budget, since all the increase in traffic 
represented transport of building materials for the Govern- 
ment and transport of troops. Further the lines themselves 
are tending to become defective. In 1929 the quantity of 
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rails replaced as worn out was 3,383 kilometres. This figure 
should have increased, because of the increase of transport. 
As a matter of fact it declined gradually to 1,026 in 1938. 
From these figures one may conclude that the deteriorated 
condition of the railway system may go far to counteract the 
advantages the Reich hoped to enjoy through her two agree- 
ments with Roumania and Soviet Russia. There is un- 
doubtedly a shortage of rolling stock for extra freight from 
Roumania, while the overcrowded state of the Roumanian 
railway system, which is a single track almost throughout 
the country, has added to the delay of German traffic. 


The Cost of Living in 
France 


[FROM OUR PARIS CORRESPONDENT] 


M. Paut REYNAUD, in his broadcast speech, attributed the 
new restrictions on consumption mainly to the necessity of 
curbing the increase of retail prices. Since no official price 
Statistics have been published since the beginning of the 
war, the results of a detailed private investigation into the 
retail prices of goods entering into the cost of living may 
be of interest, 

The average annual expenditure of an artisan, with a 
wife and one child, in France before the war, was 30-35 
thousand francs. Part of this was sometimes earned by the 
wife in some easy home occupation, or by working as a 
charwoman. An annual expenditure of 32,200 francs would 
secure to such a family the standard of life which is typical 
of the French industrial working class. Of this total it may 
be estimated that 53.1 per cent. was spent on all kinds of 
food; 14 per cent. on rent, fuel and light; 4.5 per cent. on 
household requisites such as cleaning materials; 0.4 per 
cent. on replacements of furniture and utensils; 1.9 per 
cent. on replacements of household linen; 4.8, 4.1 and 2.4 
per cent., respectively, on clothing for the wife, the husband 
and the child; and 15 per cent. on sundries such as tobacco, 
brandy, cinemas, newspapers and fares. 

The restrictions cover only the first of these items, and 
the percentage changes in the main items of food, together 
with the percentage change which they effect in the working 
man’s budget, are shown below: — 


Per cent. Increase Increase in 
of Total since end of Total 
Annual August Expenditure 
Expenditure Per cent. Per cent. 
Bread, flour ............... 4-1 6 *25 
Rice, milling products 3-7 60 2:22 
SE ccs Kcokbsinesensvenic 1-1 5 -05 
Cofffee, tea ...........0000 1-1 Nil Nil 
RR i SibbbkieKabesiesieees 11-2 79 8-84 
Oss cas cos ieckinaesecsesny 7°5 Nil Nil 
Potatoes, dried beans, etc. 4:4 42 1-85 
eee 6°8 12 *82 
Butter, oils and fats .... 1-5 35 -52 
ND eras iccbbbakbsbiebhon 5:5 30 1-65 
SRE cokussspesnbeerenssoane 1-9 33 -63 
Fruit, chocolate, sweets 2:6 Nil Nil 
RE siskébncReeKenSiesDAbSe 1-7 28 -47 
53-1 17-30 


No seasonal adjustment has been made in the index, and 
the increase shown in the price of eggs and part of those in 
the prices of milk and potatoes are seasonal. The increase 
in the price of beans may be ascribed to huge Government 
purchases, and the increases in rice, meat, and to a large 
extent also that in cheese prices, are exclusively due to the 
war. On a rough estimate, about 12 or 13 per cent. out of 
the total increase of 17.3 per cent. has been caused by war 
conditions. 
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The Economic Outlook 
in Hungary 


[FROM OUR BUDAPEST CORRESPONDENT] 


ROUMANIA’S opposition to any concessions to Hungary 
has caused indignation in Budapest. Hungary is fully aware 
of the importance of maintaining peace in this dangerous 
corner of Europe, but even the decisions of the Belgrade 
Conference did not destroy the key position of Hungary in 
the Danube Valley, and without reconciliation between 
Hungary and Roumania a peaceful solution in South-Eastern 
Europe is almost inconceivable. 

Hungary is meanwhile presefving her political and econo- 
mical independence, and pursuing her own course with 
apparent success. The economic outlook is satisfactory but 
not bright. Spring will bring new problems. The investment 
plan of 1 milliard pengds—covered by 400 millions raised 
by an internal loan and 600 millions from a capital levy— 
consumed during the last year the revenue from the internal 
loan. Public investments have given an impulse to industry, 
and industrial production at the end of September, 1939, 
exceeded that in the preceding year by 21 per cent. At the 
same date the number of industrial workers amounted to 
789,000 against 738,000 in 1938 and 675,000 in 1937, Indus- 
trial coal consumption surpassed by 15 per cent. the con- 
sumption in 1938. Except for the building industry, every 
branch shows a remarkable rise. Large public investments 
also made it possible to control the industrial price level; 
factories working mainly for the State were induced by the 
prospect of further orders to agree to the controlled prices. 
Now that the revenue from the internal loan has been con- 
sumed, the Government has to find new means of financing 
further public investments and making good the 130 mil- 
lions deficit of the Budget. 


Foreign Trade 


Another pressing problem is that of raw material 
supplies. The income of the National Bank of Hungary 
in foreign currencies—calculated at the official rate— 
reached 578 million pengds against 508 million pengés 
in 1938, but income in free currencies declined by 17 
per cent.—34 million pengds—to 166 million pengos. 
The bank sold 625 million pengés in foreign currencies 
agaist 504 million pengds in 1938, and 566 million 
pengds were used for imports against 432 million pengos 
in the previous year. Free currencies for import purposes 
were sold to the value of 231 million pengds, 26 million 
pengds more than in 1938. In the year 1939 imports reached 
489.3 million pengés against 410.6 million pengds in 1938, 
and exports 605.8 million pengds compared with 522.4 mil- 
lion pengés in the previous year. The export surplus rose 
from 112 million pengds in 1938 to 117 million pengdés in 
1939, but in spite of the satisfactory development of foreign 
trade there are certain disquieting features in the outlook. 
Exports of manufactured and semi-manufactured goods 
declined by: 28 million pengés against the previous year 
and imports of manufactures increased by 46 million 
pengés. Imports of raw materials and semi-manufactured 
goods increased, too, by 21 million pengdés. The export sur- 
plus was maintained by agricultural exports which are 
chiefly sent to countries paying in “clearing.” Since the 
import of raw materials and half-finished manufactures 
from “ free currency” countries has increased by 20 million 
pengos and that from “ clearing ” countries by only 1 million 
pengos, the increase in agricultural exports could not bal- 
ance the increased demand for free currencies, which had to 
be supplied from the reserves of the National Bank. In Janu- 
ary, 1940, exports were 46 million pengés against 50.1 mil- 
lion pengés in January, 1938, and imports amounted to 46.3 
million pengés compared to 39.4 million pengés in the pre- 
vious year. In January, 1939, there was an export balance 
of 10.3 million pengés; this year there is an import balance 
of 0.3 million pengds, The decline in raw material imports 
in conjunction with the increase in manufactured imports 
is clearly indicative of an unsatisfactory situation. 


Payments Abroad 


At the beginning of the war the National Bank of Hun- 
gary devalued the pengé by raising the rate of the free cur- 
rencies by about 10 per cent. At the end of January the 
bank revalued the pengd by lowering the rate of free cur- 
rencies to the pre-war level. This process was a consequence 
of the recent negotiations with Germany carried on by Dr 
Clodius in Budapest. Nevertheless, the National Bank is 
giving strenuous support to the trade with free currency 
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countries in order to encourage exports and the import of 
raw materials. 

In spite of burdens caused by the war, the economic situa- 
tion of the country is relatively healthy. The price level is 
practically unchanged and the wholesale index rose from 
86.3 in August, 1939, to only 91.7 at the end of January, 
1940. Price control lowered the profits of industry and 
caused trouble in commerce; the net income from trade is 
declining in spite of the increasing turnover. On the whole, 
however, Hungary as an agricultural country can face the 
economic consequences of the war with comparative 
tranquillity. 

The National Bank of Hungary decided a year ago that 
subjects of foreign countries would be permitted to transfer 
about one-third of the dividend on Hungarian shares owned 
by them. In spite of the war the bank has maintained this 
condition. In the year 1939, 37 million pengés were trans- 
ferred in free currencies to foreign creditors; 14 million 
pengds were paid in interest, 5 million pengés in dividends, 
12 million pengds in payment of instalments and 6 million 
pengds on extraordinary instalments. A further 13 million 
pengés were paid in free currencies on instalments on the 
League of Nations’ loan and on the foreign debt of the 
National Bank. These payments prove Hungary’s correct 
attitude towards foreign creditors. 


February 24th. 


Argentine Railways 


[FROM OUR BUENOS AIRES CORRESPONDENT] 


IT is announced to-day that on November 25th last five 
of the British-owned Argentine railways and two French- 
owned railways sent a note to the Ministry of Public Works 
urging the “necessity and justice” of granting them an 
increase Of certain tariffs. The British-owned railways were 
the Buenos Aires Great Southern, Buenos Aires Western, 
Central Argentine, Entre Rios, and the Argentine North- 
Eastern; the French-owned railways were the Rosario to 
Puerto Belgrano Railway and the Cie. Générale de Chemins 
de Fer de la Province de Buenos Aires. The increase of these 
tariffs was first asked for at the beginning of 1937. 

The same companies have now sent a new note to the 
Ministry stating that the claims made by them in November 
as to the effects of the European War on the costs of ex- 
ploitation had been more than confirmed by facts. The new 
note says that fuel prices are among the most decisive fac- 
tors. To illustrate the point two examples are given, one 
relating to a French-owned company and the other to a 
British-owned company, 


Claim to Increase Rates 


The Compagnie Générale de Buenos Aires closed its finan- 
cial year 1938-39 with a balance of receipts over running 
costs amounting to 515,000 pesos. The average price of Car- 
diff coal during the same period at the special exchange 
rate of 16 pesos to the £ was 26.40 pesos a ton. At present 
purchases are made at 61s. 2d. or, at the official rate of 15 
pesos to the £, 45.875 pesos a ton. This increase of 19.47 
pesos a ton means, with an estimated annual consumption 
of 50,000 tons, an increase in running costs under this head- 
ing alone of about 1,000,000 pesos, so that, other things being 
equal, the balance of receipts over costs would in the cur- 
rent year be converted into a deficit of 500,000 pesos. Actu- 
ally, other materials as well as fuel have risen in price. 

The Central Argentine Railway paid for fuel during Octo- 
ber, November and December, 1938, at the rate of 33s. 11d., 
whereas the last purchase was made at 57s. 10d. Taking into 
consideration increases of insurance and freight, as well as 
coal (with a monthly consumption of 30,000 tons), the 
average increase in costs may be put at 487,000 pesos monthly 
or 5,844,000 pesos a year. In the current year, other things 
being equal, under this heading alone 40 per cent. of the 
balance of receipts over running costs would be absorbed, 
assuming results to be the same as in 1938-39. In arriving 
at the above figures the company explains in detail that at 
the end of the 1938-39 period the price of coal had begun 
to rise. 

The note says that the repercussion of the war on railway 
economy as shown by these two examples requires some 
kind of adjustment if efficiency of transport is to be main- 
tained, and urges that all tariffs should be modified provided 
that they can be increased without restricting traffic or turn- 
ing it over to competitors. A detailed and rather technical 
Plan is then put forward showing how this might be 
accomplished. 


February 17th. 
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Nazi Propaganda 
in 
Portugal 


[FROM OUR LISBON CORRESPONDENT] 


PORTUGAL is just now being permeated by a most insidious 
German propaganda, which is having considerable effect 
largely because it is so difficult to counter. It is directed 
by the D.N.B., the official German news agency whose full 
cable communications are regularly published by the Diario 
da Manha of Lisbon, but it is spread largely by word of 
mouth. The basic theme is the harm which neutral interests 
are suffering from a war which has been forced on Europe 
at the instigation of Great Britain, and all the variations on 
that theme develop Germany’s sincere wish for peace and 
her many efforts to bring about the cessation of hostilities, 
which could even now stop the war if only the Allies would 
take heed of them. 


Stress on German Strength 


Interwoven with this is a persistent stressing of the 
economic strength of Germany’s position as compared with 
that of the Allies. For example, a cable dated Berlin, 
February 13th, and running into almost a column, contrasts 
Germany’s iron and steel position very favourably with that 
of France, Great Britain and Belgium, and concludes with 
the statement that Germany alone of all the belligerents re- 
tains her capacity for iron export. Market conditions, it 
alleges, will henceforward be under German control, since the 
reincorporation in the Reich of Polish Silesia contributes 
immensely to the efficiency of the German iron and steel 
industries. Articles of this nature and an infinite variety of 
news of German origin give the verbal propagandists ample 
material, and it is important to remember that although 
Portugal is officially and genuinely neutral, and the bulk of 
her people and her Press are opposed to the Reich and its 
methods, there is a nucleus of persons both in official and 
in commercial circles who support the German viewpoint. 


February 14th. 
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(An objective account of economic trends in the Reich compiled weekly by 
the editorial staff of The Economist from German and neutral sources.) 


THE Leipzig Fair was opened this year on March 3rd, and 
the exhibitors numbered 6,500 compared with an average of 
roughly 6,700 in recent years. Other Fairs in Vienna, 
Breslau, and Koenigsberg will follow. This is the second 
wartime Fair held in Germany. Twelve neutral countries 
are represented by joint exhibitions, and 15 other countries 
by individual displays. The German exhibitors have con- 
centrated on goods manufactured from “ substitute” mate- 
rials. The paper industry, for example, demonstrates how 
jute, wood, and tinplate used for containers can be replaced 
by paper. 

A survey of the development of the foreign trade of 
European neutral countries during 1939 shows that Ger- 
many’s economic penetration of the Southern European 
countries, with the exception of Greece and Turkey, again 
increased. The increase was most marked in the case of 
Hungary. The three Baltic countries, Lithuania, Latvia and 
Estonia, where Great Britain’s share of trade grew before 
the war, have now become the economic sphere of Germany 
and Soviet Russia. In Scandinavia, Germany has been able 
to increase her share in the foreign trade of Denmark. But 
her share in the foreign trade of Holland, Belgium and 
Switzerland has decreased. The new trade agreements with 
Italy and Norway provide for the maintenance of trade at 
the volume of 1939, and the German-Russian trade will 
probably grow fairly quickly. The most interesting feature 
in the planning of this cherished German-Russian trade 
bloc is the development of transit from Russia through Bul- 
garia and Roumania to Germany, and from the Far East, 
particularly Manchukuo and Japan, through Russia. The 
following table gives some indication of the changes in the 
foreign trade of the European neutral countries during 1939 
(1939 is shown as a percentage of 1938): — 


1939 (per cent. of | Exports (per cent. 
1938) 


of Imports) 

Imports Exports 1938 1939 
Hungary ............... 119 116 122 124 
Roumania ............ 127 124 120 117 
J ugoslavia ............ 95-6 109 101 116 
Bulgaria ............... 103 108 113 109 
i inatiepuenuescen 83-8 90-7 68-7 74:4 
MED Snnccnnscnscncs 81-9 91-4 92 103 
SON cesta cskansesskSl 102 108 98-2 104 
Estonia... 94:7 114 97 117 
Lithuania ............ 75°7 87-2 104 120 
BWOGEN § .........0.000- 119 102 88-5 75°5 
Norway ............... 114 105 64-4 59-3 
Denmark ............... 107 102 94-6 90-4 
Holland sbkbsesebonnber 107 93 73°5 63-7 
Belgium ............... 84-9 97-4 91-4 108 
Switzerland ......... 117 122 82 68-7 


The development of the foreign trade of the Balkan 
countries in favour of the Reich was to be expected. The 
actual increases in the trade of Latvia and Estonia show that 
Russia and Germany have successfully replaced Great 
Britain. The decrease in Lithuania’s foreign trade is ex- 
plained by the loss of Memel. In 1938, 47 per cent. of the 
aggregate foreign trade of the six Balkan countries shown 
in the table was conducted with Greater Germany, includ- 
ing the Protectorate Bohemia and Moravia. During 1939 
this share will have increased to approximately 50 per cent. 


* * * 


Steel and Coal Production.—A German newspaper, 
Deutsch-Belgische Rundschau, published in _ Brussels, 
recently quoted from an official source that the total output 
of steel in Germany and Austria in 1939 amounted to 
23 million tons, which would increase in 1940 to 25 million 
tons—including the output from Czecho-Slovakia and occu- 
pied Poland. These official figures, which were not pub- 
lished by papers circulating in Germany, reveal an actual 
fall in the steel output of the enlarged Greater Germany. 
The aggregate output of Greater Germany, Czecho-Slovakia 
and Poland in 1938 amounted to 26.3 million tons. It seems 
that the German steel industry has not yet been able to 
make good the loss of output from the Saar territory. 

The coal output of Greater Germany including Poland in 
1939 is given as 200 million tons, excluding lignite. The 
aggregate output of coal in Greater Germany, Czecho- 


Slovakia and Poland in 1938 amounted to 240 million tons. 
In other words, coal output has been considerably dimin- 
ished by the impossibility of working mines in the Saar terri- 
tory and the interruption of mining in Poland and in 
Czecho-Slovakia. As the purpose of this publication in Bei- 
gium seems to be to impress the neutrals, the accuracy of 
the figures may be subject to question—though they are 
scarcely likely to be understated. 
* * * 

Closed-down Factories.—The long-expected ‘“ Fac- 
tory Subsidy Decree” (Werkerhaltungsbeihilfe) has now 
been published. It regulates the subsidies to be paid to 
civilian industries which are wholly or partially closed 
down, for the purpose of maintaining buildings, machinery, 
and payments of such standing charges aS insurance pre- 
miums and rents. Subsidies are paid only to those factories 
which have been affected by war measures, that is to say, 
when workers have been conscripted for work in munition 
industries, or when raw materials, coal, electric power, etc., 
are no longer allocated to them—that is, to factories officially 
regarded as “ non-essential.” The subsidies will be financed 
by a levy imposed on the whole of industry after the model 
of the well-known Export Levy. The Chambers of Indus- 
try and Commerce, in collaboration with the industrial, 
commercial and agricultural federations, will decide the 
allocation of the subsidy. Companies owned by the State 
are excluded from the scheme, which is part of an effort 
to maintain the medium-sized and small firms which pre- 
ponderate in industries unconnected with war production. 
There is no indication in the decree whether the factories 
from which the levy is exacted will be compensated by price 
increases, but it may be inferred from the general principle 
of taxing war industry to the utmost that there will be no 
compensation. Public utility companies owned by the com- 
munes are excluded from the scheme, and there will be a 
special regulation for shipping. 


* * * 


Industry.—In the year 1938-39 the gross profit of the 
“Vereinigte Stahlwerke,” leading iron and steel company, 
increased from Rm. 202.7 millions to Rm. 222.2 millions. 
The country’s leading non-ferrous metal smelting company, 
“ Metallgesellschaft,” reports that during the business year 
1938-39 the number of workers increased by 21 per cent. 
Extension of plant is still continuing and the use of substi- 
tutes for metals is reported to be developing satisfactorily. 
The increased use of zinc alloys is expressly mentioned. Gross 
profit increased from Rm. 24.43 to Rm. 30.21 millions. 


* * * 


Banking Concentrations.—The great comb-out of 
Jewish businesses in Germany has accelerated the centralisa- 
tion of German banking. Figures published by the journal 
Bank Archiv show that the number of private bankers 
decreased during 1938 by 300. During 1939 there was a 
further decrease of 46 firms. The total assets of the remain- 
ing 535 private bankers amounted to Rm. 1,300 millions. The 
total number of joint stock banks remained unchanged dur- 
ing 1939. Since the beginning of the war eight new joint 
stock banks have been founded for the specific purpose of 
financing exports. 


* * * 


‘‘ Efficiency Competition.’’—Before the war the 
German Labour Front, in collaboration with the economic 
federations, had instituted the so-called “ Efficiency Compe- 
titions ” between factories. Every year a number of factories 
were selected as model factories because of outstanding im- 
provements in social policy, in the design of factories, or in 
successfully decreasing industrial accidents. At the beginning 
of the war the Efficiency Competitions were suspended, but 
they will now be continued on a limited scale. All improve- 
ments involving increased expenditure have been suspended. 
The “ Special Commissar” for the Efficiency Competitions 
declared that all improvements likely to increase the purchas- 
ing power of the workers must be prevented. Efficiency Com- 
petitions under war conditions are thus reduced to advice 
on rationalisation problems and will be conducted under the 
slogan “ For Socialism against Plutocracy.” 
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An 
Economic Faith 


THE Physiocratic doctrine that agriculture is the sole source 
of wealth is so utterly at variance with the facts of economic 
evolution and with the conclusions of economic theory since 
Adam Smith, that any present-day attempt to examine it is 
apt to be ignored as mere antiquarianism. Indeed, there was 
as much ground for ignoring it in the middle of the 
eighteenth century, when its exposition in Quesnay’s 
“ Tableau Economique ” was the cynosure of enlightened dis- 
cussion, as there is to-day. The established prosperity of 
the East Indian trade alone was a sufficient denial of the 
sterility of traffic; the golden promise of machine industry 
was already sufficiently clear to cast doubt upon any claim 
that manufacturers add nothing to wealth; and if minds 
keen enough to expose the theoretic fallacies of Quesnay’s 
system were wanted, France herself was producing them 
by the dozen. Yet Physiocracy was found sufficiently interest- 
ing to command the active attention of all the best brains 
of Western Europe. 

Clearly the significance of Physiocracy, like that of 
Marxist and Fascist economics, lies not in its theoretical 
deficiencies (which need no Ricardo to expose them), but 
in the fact that it could secure so large and influential a 
following. Mr Max Beer takes this apparent inconsistency 
as his starting point and proceeds to give a masterly analysis 
of the political and doctrinal origins of Quesnay’s theory 
and the nature and significance of the theory itself.* He 
shows how true is the indictment that British economics have 
arrived at their ideas of Physiocracy through a misinterpre- 
tation of the account of it given in a single chapter of 
the “ Wealth of Nations.” It has been treated merely as an 
economic fallacy—a chopping-block for schoolboy essays on 
the theory of value. Mr Beer, by reference to the original 
sources, shows it to be the expression of a neo-Catholic re- 
action against the Mercantilist doctrine of the productiveness 
of commerce and manufactures—a doctrine with its roots 
set deep in Protestant individualism. 

If the significance of this study ended here it might still 
be treated as of interest, if not to antiquarians only, then at 
most to professional historians. But Mr Beer has given it a 
much wider importance by making plain the status of 
economic panaceas, not in one but in any historical context. 
Just as the Physiocrats held to their system with a tendency 
which was bound up with the religious faith and dogma 
underlying it, so the disciples of more modern economic 
prophets cling to their systems with a fanaticism which is 
born, not of formal logic, but of unreasoning faith. What 
is wanted is not theoretical argument but social under- 
standing. 

Mr Beer finds room in a book of 200 pages to examine 
the main characteristics of French Mercantilism (and in- 
cidentally to do belated justice to Colbert’s intention to 
mitigate its abuses); to trace Quesnay’s distinction between 
legitimate exchange and sterile traffic to its origin in 
Aristotle and Aquinas; to assess the contribution of his fore- 
runners and to deal faithfully with his followers; to examine 
the “ Tableau Economique” in detail; and to explain the 
influence of Physiocracy on British economic theory. The 
work is done with the lightness of touch and absence of 
parade of erudition which is the mark of learning and 
characteristic of the brilliant group of elder economic 
historians to which Mr Beer belongs. It is firmly based on 
massive scholarship; and it points clearly to the liberal moral 
that, underlying Physiocracy and all other systems for 
curing economic ills, is that desire for the adjustment of 
emotion to intellect which is at once their stimulus and the 
yardstick of their failure. 
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“An Inquiry into Physiocracy.” By M. Beer. ¥ Allen and 
Unwin. 196 pages. 6s. 
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How to Pay 


for the War 
J. M. KEYNES 


The Keynes Plan has become 
the most discussed issue in 
our national life. 


In its present form it is the first comprehensive 
proposal which has yet been made for financing 
the war. As such it is bound to influence all think- 
ing and action in this grave matter.”—The Times. 


“Get this shillingsworth and read it....If 
you can demolish Mr. Keynes’ disturbing estimates 
so much the better. I wish I could — but I 
can’t.”—News Chronicle (City Editor). 
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The Brazilian Debt Agreement 


N February, 1934, the Brazilian Government decreed 
I a four-year plan for the service of the entire Brazi- 
lian external debt from April 1, 1934, to March 31, 1938. 
It was not a plan which found favour in the eyes of the 
bondholder. Admittedly, it ensured the service on the coun- 
try’s senior stocks, and on the junior issues it offered the 
prospect of increasing coupon payments as Brazil climbed 
out of her economic difficulties. But the scheme was uni- 
lateral, arbitrary and, in some respects, anomalous. And 
in the event, the Brazilian Government failed to honour 
its own undertaking, for in November, 1937, within five 
months of the termination of the four-year plan, Brazil 
suspended “ temporarily ” all interest and sinking fund 
payments. They have remained in suspense to this day. 

More than a month ago, reports from Rio de Janeiro 
via a Swiss channel suggested that a new payments offer, 
on the basis of half the interest payable under the 1934 
scheme, had been made to the bondholders’ representa- 
tives. They prove to have been very close to the mark. 
On Monday last, the Council of Foreign Bondholders 
announced the result of the efforts which they had made 
since November, 1937, to obtain resumption of payments 
on Brazil’s external debt. Since last summer, representa- 
tives of the British, French and American bondholders have 
been negotiating with the Brazilian authorities in Rio de 
Janeiro. The outcome is a temporary solution, for no offer 
for permanent settlement put forward from the Brazilian 
side was considered to merit acceptance. 

At this point, it is fitting to quote from the commu- 
niqué issued by the Council, which describes the scheme. 
“It was found convenient,” the document states, “ that 
such a (temporary) solution should follow the lines of the 
Brazilian debt plan of February 5, 1934 (commonly known 
as the Aranha Plan), and the proposal finally formulated 
is based on that plan.” The new plan, therefore, has all 
the attributes of a negotiated settlement, but it is based 
on a scheme whose merit was to provide some measure 
of payments for a period of three-and-a-half years, rather 
than to observe the niceties of the bondholders’ rights. The 
various grades into which the bonds are sorted were them- 
selves arbitrarily chosen by the Brazilian Government. 
Hence the fact that the scheme was adopted as a basis for 
the new agreement must be regarded as a weighty conces- 
sion to the debtor; it suggests that the measure of conveni- 
ence afforded by this method of approach must have been 
considerable. 

Brazil’s offer covers a period of four years, from 
April 1st next to March 31, 1944. Interest on loans in 
Grades I to III will be paid at 50 per cent., in each year, of 
the rates payable in the fourth year of the Aranha scheme, 
while sinking funds for Grades I and II will be 40 per 
cent. of the amounts offered in that scheme. For loans in 
Grades IV to VII, 40 per cent. of the interest payable 
in the final year of the Aranha plan is offered for the 
first year of the new scheme, 41 per cent. in the second 
year, 43 per cent. in the third year, and 50 per cent. in the 
fourth year. The application of these percentages, in com- 
parison with the 1934 rates, is shown in the tables in the 
next column, for interest and sinking funds respectively. 

Of the halving of the interest payments on the Grade 
I and II loans, the best that can be said is that it is no 
more severe than was expected. But at no former time, 
when interest payments were being made, have holders of 
the four senior funding issues received less than full 
coupons. A funding loan enjoys—or should enjoy—a 
special security and a special seniority. It is at least argu- 
able that its service should be met in full, so far as funds 





permit, even if junior stocks have, for that reason, to go 
without payment. The Funding loans in Grade I, like the 
San Paulo Coffee Sevens in Grade II and the 5 per cent. 
1903 and 64 per cent. 1927 loans in Grade ITI, do not, it 
is true, suffer so severe a relative cut in the early stages 
of the scheme as bonds in lower categories—granted, of 
course, the justification of using the last year’s payments 
under the 1934 plan as a datum level. But, on the other 
hand, they do not share in the progressive increase in pay- 
ments which the scheme allows to the junior grades. 


PERCENTAGES OF CONTRACTUAL INTEREST PAYABLE 





Aranha Scheme, 1934 New Scheme, 1940 




















Grade 

1935* | 1936* | 1937* | 1938* | 1941* | 1942* | 1943* | 1944* 
ecsnceouehes 100 100 100 100 50 50 50 50 
EE seeceoons 100 100 100 100 50 50 50 50 
BEE scspnioos 35 35 40 50 25 25 25 25 
er sersteses 271e 2712 30 40 16 16:4 17-2 20 
Wasencecnees 2210 25 2712 3712 15 15-375) 16-125] 18-75 
TE cncseesen 20 2212 25 35 14 14-35 | 15-05 | 17°5 
VIIt...... | 1712] 20 2212] 3212] 13 | 13-325] 13-975] 16-25 
VIII ...... Nilf Nilf| Nilt| Nilt Nil Nil Nil Nil 





* Years to March 31st. + Grade VIII loans were to be made the subject of . 
** special study.”” + Includes State of Bahia loans, transferred from Grade VIII 
from October, 1934. 





PERCENTAGES OF CONTRACTUAL SINKING FUNDS 


Aranha Scheme, 1934 New Scheme, 1940 


Grade 
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100 
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1938* | 1941* 
40 40 
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* Years to March 31st. 








100 
50 








100 
50 





40 
20 

















Holders of the Fynding issues will certainly be pardoned 
if they feel little enthusiasm for a scheme which proyides 
50 per cent. of interest and 40 per cent. of contractual 
sinking fund payments. 

The treatment accorded to the lower grade loans also 
reveals certain anomalies. It allows for progressive pay- 
ments, but the sharpest increase in coupon rates is reserved 
for the fourth year of the scheme. It will be hoped, there- 
fore, that the treatment meted out to bondholders in the 
fourth year of the Aranha scheme will not be repeated in 
1943-44. As between the junior grades, moreover, there 
are curious inequalities. An average holding of the bonds 
in Grade VII would provide a return of 15s. 14d. per 
cent. on nominal capital next year. But a similar holding 
of Grade IV loans will receive no more than 13s. 9d. per 
cent. Grade VII consists of various City and State loans, 
carrying a relatively high rate of interest. Grade IV, on 
the other hand, includes Federal Government loans, which 
were issued at favourable rates of interest to Brazil before 
the Great War. Their service is unsecured, but their 
superior status surely deserves better recognition by the 
Brazilian authorities than they have, in fact, afforded. The 
post-Great War issues, State and City, in many of which 
the United States market took a hand, certainly appear 
to have benefited at the expense of loans in Grade IV. 

The agreement gives formal recognition, moreover, to 
one of the most dubious principles which defaulting debtors 
have attempted to erect in recent years. Under its terms, 
the Brazilian Government has the right to set aside further 
exchange for the purchase for redemption of bonds regu- 
larly serviced under the plan. Thus, if the circumstances 
of Brazil should show a radical improvement during the 
war, it will be able, if it chooses, to purchase its bonds at 
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levels determined by the service which it has now agreed 
to pay. Even the Chilean method—with all its objection- 
able features—gives the bondholders an effective equity in 
Chile’s economic progress by providing higher coupon 
payments as nitrate and copper revenues increase. Holders 
of Brazilian loans will regret that a similar principle could 
not be observed in the new scheme. 

These are considerable defects in the new scheme. 
Brazilian bondholders will, of course, recognise the efforts 
of the Council of Foreign Bondholders, who are con- 
vinced that better terms cannot be obtained. The repre- 
sentatives of the Council alone were in a position to know 
when Brazil could not be persuaded to offer more, and the 
bondholder must rest as content as he can in that know- 
ledge. But to those who argue that the South American 
republics will fare quite well from the war, the offer can 
hardly be impressive. Admittedly, the impact of war pro- 
duced a temporary disruption of Brazil’s trade, but the 
following figures tell a striking story : — 


BRAZIL’S FOREIGN TRADE 


Imports Exports Export Surplus 


£ Gold £ Gold £ Gold £ Sterling 
1937 ...... 40,608,000 42,530,000 1,922,000 3,329,000 
1938 ...... 35,916,000 35,945,000 29,000 82,000 
1939 ...... 31,801,000 37,298,000 5,497,000 10,050,000 


There is a clear presumption that exports of essential 
raw materials and coffee will increase as the war pro- 
gresses, and that the trend of prices will favour the Repub- 
lic. The British share of this trade is of sufficient import- 
ance to suggest that debt agreements might profitably be 
linked with trade agreements. In the case of Brazil, of 
course, this would require co-ordination between the trade 
interests of this country and those of the United States. 
But the twin needs of maintaining essential supplies of raw 
materials and of obtaining the maximum assistance from 
our overseas investments towards the financial effort of war 
certainly point the moral. It is no longer possible to exer- 
cise effective influence on debtors who have ceased to 


depend on the British capital market, except by the medium 
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of the trade agreement. 


What is the prospect for Brazilian loans, in the light of 
the new scheme? The following table sets out the prices 
of selected stocks in the various grades and their prospec- 
tive yields, based on their expectations in the first year of 
the scheme: — 


BRAZILIAN LOANS PRICES AND INTEREST 





1934-36 Int. | Prospective 
Loans and —_ Low, ie. due in| yield, on 
Grade . 1937 1939 1940 1940— | first year’s 
High | Low 41 interest 
Grade I | | | x 
5% Funding, 1898 10112} 63 53 1114; 3415 | 2:5 | 7:25 
307 — i , it } Ollo| 48 45 10 33 2:5) 7-57 
% 20-yr. Funding. 
I csastenautens > | g7io| 48 | 45 | 1012} 33 | 2:5! 7-57 
i aassueeaaiienn 81 | 38 | 35 s | 31 | 2-5 | 8.06 


Grade II 
7° San Paulo Coffee 
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Realisation ......... 10llg} 7414); 53 1312; 45 3°5 7°78 
Grade III 
BU DOE hesiacecesccens 40 12 2015 8 14 1:25| 8:93 
612% 1927 .......ceeeeee 48 18 22 7 1810] 1-625] 8-79 
Grade IV 
OM BED ccccceceseseses 243g! 10 | 12lo 4 1012! 0-64 5-76 
4% 1910 vicccccsecccees 24 914 


12l9| 412} 1012! 0:64 5-76 


Grade V 
712% San Paulo Coffee 





| 
201.} 4 | 16 | 1-125, 7:03 





Institute ............ 4510; 221g! 
| 
Grade VI | : 

5% San Paulo 1905... 36 13 15 3lo 8 | 0:7 8-75 
6% San Paulo 1928... 2612] 12 10 4 — 0:84 8-01 
| 

Grade VII 
7% City of Santos 1927} 3012 91o} 10 3 10 0:91; 9:10 
7% State of Rio 1927 2612 8 10 4 9lo} 0-91 9-58 














Prospective yields ranging from 7} per cent. on the 
senior Funding issue to slightly over 8 per cent. on the 
junior issue suggest that the scheme has already been dis- 
counted fully, on interest calculations at least. These stocks 
have nothing to look forward to, except the observance of 
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Brazil’s word. Nor, among the lower grades, are present 
yield expectations—disregarding the benefits which are 
promised over the next four years—likely to excite interest. 
The. low-grade bonds are option money speculations on 
Brazil’s future recovery and willingness to pay a more 
generous share to the bondholder. At the end of the war, 
they may stand higher than they do to-day for that reason. 
Moreover, there is a conflict of view regarding Brazil’s 
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possible policy if balances become available for redemption 
purchases. Will Brazil seek to reduce her interest burden 
by purchasing the Funding issues, or will she wipe off the 
largest possible amount of nominal debt? In the latter 
event, the low-grade bonds would obviously stand to 
benefit. For the moment, that is one of the few inviting 
possibilities—and a rather unpalatable one, at that—in the 
new scheme. 


Industrial Change in America 


| pee the United Kingdom, the United States—the 
world’s leading industrial nation—has experienced far- 
reaching changes in her industrial make-up during the past 
decade. The redistribution of this country’s insured work- 
ing population was examined in The Economist of Janu- 
ary 6, 1940. An analysis of employment in the United 
States, published in the February issue of the National 
Industrial Conference Board’s Monthly Review of Labour 
Statistics, makes it possible to sketch the changes in 
America’s industrial composition during the past decade 
and to compare them with the tendencies noticeable in this 
country. The accompanying table shows the distribution 
of America’s working population (as defined by the 
National Industrial Conference Board) in 1929, in March, 
1933 (the worst period of the depression), and in Decem- 
ber, 1939. As the American statistics are more compre- 
hensive than those for this country they are not directly 
comparable; but they nevertheless provide a broad indica- 
tion of the industrial trends in the two countries. 

The growth of total population during the past decade 
was much more marked in the United States than in this 
country. The American population grew, between 1929 
and 1938, by 7.1 per cent. to 130.1 millions; the British 
by 3.9 per cent. to 47.5 millions. The working population 
of the United States, as estimated by the Conference 
Board, rose by 6,357,000, or 13.2 per cent., to 54,711,000 
between 1929 and 1939; during the same period the 
number of insured persons aged 16 to 64 in the United 
Kingdom increased by about 2 millions, or 164 per cent., 
to 14,107,000. Insured population in the British sense is 
something different from working population in the 
American sense. But if this latter figure could be given 
for the United Kingdom, it would still show a very sub- 
stantial increase over the past decade—considerably higher, 
in proportion, than the increase in the total population. 

Neither of the two countries has succeeded in provid- 
ing employment for the whole of the increase in their 
working populations during the past decade. But the 
United Kingdom has come much closer towards reaching 
that objective than the United States. In the last quarter 
of 1939, when business activity across the Atlantic was 
probably higher than at any time since 1929, unemploy- 
ment was still much greater than in 1929. Last December, 
for example, the number unemployed in the United States 
was estimated at no less than 8,428,000, compared with 
an average of 429,000 in 1929. In this country, on the other 
hand, the number of insured unemployed in June, 1939, 
was 1,350,000, against 1,164,000 in the corresponding 
month of 1929. But while the unemployment problem has 
been solved in neither of the two countries, the number 
of insured persons actually in employment in the United 
Kingdom last summer was about 16 per cent. greater than 
in 1929. In the United States, on the other hand, employ- 
ment last December was still 3.4 cent. below the 
average for 1929, though allowance must be made for the 
fact that, unlike America, the United Kingdom had not 
reached full employment in 1929. 

These changes in totals of employment and unemploy- 
ment in the United States during the past decade conceal 
far-reaching alterations in the relative importance of the 
main branches of activity. The most striking fact revealed 
by the table is that the service group of industries is the 
only one in which employment has actually increased 
between 1929 and 1939. The growth of the service in- 
dustries in this country has also been very considerable. 





Thus, compared with an average increase of 16.6 per cent. 
in the number of insured persons in this country between 
1929 and 1939, the number of those grouped by the 
Minister of Labour under “ miscellaneous services” rose 
by no less than 47.6 per cent. The industrial groups in 
which employment in America last December was almost 
as high as in 1929 include manufacturing, commerce, dis- 
tribution and finance, and agriculture. In this country, too, 
the number in these branches of activity has varied fairly 
closely with the general average. The number of insured 
persons in manufacturing industries rose by 12.5 per cent. 
between 1927 and 1939, compared with an average in- 
crease of 16.6 per cent. in all industries. In the two groups 
comprising transport, communications, storage and distri- 
bution, and commerce, banking, insurance and finance the 
increase was 20.0 and 19.3 per cent. respectively. 

There was a more than average decline in employment 
in the United States in the building, transport, public 
utilities, mining and forestry and fishing industries. In 
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Employment 
, Change 
(7000) anes of Employment 
—| 1929 l 
1929 1933 | 1939* of 1929 1939 
Average} March} Dec. Average} Dec. 
a — | se J - . ceeeteepeneeeneiceenee 
% | % % 
Agriculture ............+.. 1 — "3-7, 22°0 29 
Forestry and fishing ... —21:4 0:6 0:5 
Mining. -.o.:--00oo-0------ —22-4) 2:2) 1-7 
Manufacturing ......... — 0:5] 23-1 23°8 
Construction ............ —34:4 7-0 4:7 
Public utilities............ —19-0 2:4 2:0 
Transport ...........++.. —20°6 5-1 | 4:2 
Commerce, distribution, 

ANCE ...e.seeeeeeeeeees —- 0-1 16:7 17-3 
Services ........eeeeeeees +11-9 18°8 . 21:8 
Miscellaneous ............ — 3:3 2-1; 2:1 

Total Employment | 47,925 3-4 100 | = =6100 





0-9+ | 1S-4t 


* Provisional. Tt Percentage of working population. 


some of these industries—especially building—develop- 
ment was undoubtedly carried too far in the roaring ’twen- 
ties. But the result of numerous investigations has shown 
that in building, transport equipment and utility plant 
enormous replacement arrears have been accumulated. 
With the exception of mining, forestry and fishing, the 
trend in these industrial groups has been the reverse in 
the United Kingdom. Indeed, the expansion of building 
in this country during the past decade (the number of 
insured persons in the building and contracting industries 
rose by 41.9 per cent. between 1929 and 1939) stands in 
striking contrast to the persistent depression in this industry 
across the Atlantic. The expansion in the British public 
utility industries (gas, electricity and water) was almost as 
marked as in building; the number of insured persons in 
these industries rose by no less than 37.3 per cent. during 
the past decade. The divergent trends in these groups is, of 
course, partly explained by the fact that whereas in the 
United States the process of electrification had been vir- 
tually completed in the "twenties, it was delayed in this 
country until the ’thirties. The scope for electrical develop- 
ment in America during the past decade was therefore 
much smaller than in this country. 
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The broad result of these changes was a decrease in the 
proportion of America’ s total working population employed 
in the so-called “ productive ” industries and an increase in 
the proportion employed in other industries; the number 
— in agriculture, forestry and fishing, mining, 
manufacturing, building and public utilities fell from 57.3 
per cent. in 1929 to 54.6 per cent. in 1939. The tendency 
in this country has been the same, for the number of insured 
persons in these industries (excluding agriculture) fell from 
68.8 per cent. in July, 1929, to 65.0 per cent. in 1939. 

The redistribution of America’s working population 
since 1929 has been accompanied by a further and sub- 
stantial increase in industrial efficiency. According to the 
index of the Federal Reserve Board, the volume of indus- 
trial production in 1939 was still 12 per cent. below the 
level of 1929. But the Conference Board has estimated that 
the output per man-hour in manufacturing rose by more 
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‘than 20 per cent. during this period. The increase in 


productivity, however, was not accompanied by a corre- 
sponding rise in the purchasing power of weekly earnings, 
which advanced by less than 6 per cent. For various 
reasons, one of which was the desire to spread employ- 
ment, American labour preferred increased leisure to 
higher earnings. Thus the length of the average working 
week in 1939 was 224 per cent. less than in 1929. Last 
December, for example, the average number of hours 
worked in twenty-seven industries was only 394. 

The ’thirties have faced America with many problems. 
There has been a very considerable change in her indus- 
trial balance and, despite all the difficulties, remarkable 
progress in efficiency. The outstanding feature, however, 
has been her failure to provide employment for the 
additional working population. Many remedies have been 
tried, but the problem still awaits solution. 


Finance and Banking 


New Exchange Regulations.—The long-expected 
tightening of the exchange regulations, increasing the con- 
trol of the authorities over the proceeds of export trade 
from the Empire, was announced at the end of last week. 
This latest amendment of the Defence (Finance) Regu- 
lations does not pretend to attain at one bound the goal 
of an effective control of the proceeds of export trade 
from the Empire. It only ensures that in respect of certain 
specified goods exported to certain destinations, it must 
be shown to the satisfaction of the Customs that the full 
value of such exports will be received, in one of five speci- 
fied currencies, by an authorised dealer in foreign ex- 
change within six months of the export of the goods. 
The specified goods are whisky, furs, tin, rubber, jute 
and jute manufactures. To these should be added dia- 
monds for which special arrangements were made at the 
time of the February “sights” in London. The destina- 
tions are North and South America (excluding Canada 
and other British and French territories and the Argen- 
tine), Belgium and Colonies, Holland and Colonies and 
Switzerland. The specified currencies in terms of which 
payment must ultimately be made are belgas, Dutch and 
East Indian guilders, Swiss francs and United States 
dollars. The new regulations provide three approved 
methods of payment. The first by a sterling bill drawn 
under a credit opened with a United Kingdom bank; the 
second in spot sterling; the third in one of the specified 
currencies paid into a bank in the United Kingdom or its 
agent abroad. In the first two methods the sterling re- 
quired to make the cash payment or to meet the bill 
at maturity must be purchased from a bank in the United 
Kingdom against one of the authorised currencies. So 
much for the essential details of the new regulations, which 
come into force on March 25th. 


* * * 


The choice of the goods to which the new regulations 
will apply has been dictated by two considerations: the 
first is the fact that they are important dollar producers; 
the second, that they are fairly homogeneous articles 
handled by centralised markets or highly integrated trades, 
this facilitating the preparatory work which went to the 
formulation of the regulations. The list of specified goods 
is capable of extension and will no doubt be extended in 
the light of experience gained with the partial applica- 
tion of this principle of stricter control of the proceeds 
of export trade. The present scope of that control should 
not be measured merely in terms of the new regulations. 
These are an adjunct to the clearing or payments agree- 
ments which the British Government has negotiated and 
is negotiating with a number of neutral countries. Where 
such agreements are functioning, the official control of the 
proceeds of export trade—both visible and invisible—is 
obtained with considerable efficiency and with very little 


dislocation in the methods of trading and invoicing 
between Great Britain and the countries concerned. The 
latest amendment to the Finance Regulations is, in a 
way, a partial and unsatisfactory substitute for a payments 
agreement with the United States. 


* * * 


The new regulations must considerably reduce the de- 
mand for sterling in the free market. The movements in 
the free sterling rate over the past week have anticipated 
this state of affairs with altogether unseemly haste. In 
New York sterling has fallen to 3.723, which is the lowest 
level reached since the outbreak of the war. Politics and, 
in particular, the events in Finland, have no doubt played 
their part in this depreciation of free sterling. The move- 
ment is essentially psychological, since the new regula- 
tions have not yet entered into force. Together with the 
depreciation of the rate, the market in sterling in foreign 
centres has become much narrower than it was previously. 
In Amsterdam, where most of the actual dealing has re- 
cently tended to be concentrated, it was possible up to 
about ten days ago to get a price in sterling against dollars 
with a 4 cent margin for amounts ranging up to £500,000. 
This week attempts to deal in one-fifth of that amount 
have elicited dealing quotations with a margin of 20 cents. 
This severe movement in the free rate is probably a tem- 
porary phenomenon. But it evidently requires the closest 
watching, for if the downward trend continues it means 
that the terms of trade in respect of goods not specifically 
covered by the latest regulations are moving severely 
against this country—that fewer dollars will be coming 
in against our exports of such goods as textile materials. 
If that situation persists the time will rapidly arrive when 
official control over the proceeds of export trade will have 
to extend to a much wider list of goods than those cov- 
ered by the new regulations, 


* * * 


Money and the War Loan.—The money market 
has shown remarkable equanimity in the face of the con- 
siderable movements of funds that must have been occa- 
sioned by this week’s subscriptions to War Loan. Allowing 
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for the substantial prepayments of the second instal- 
ment which certain banks and large institutional investors 
are known to have made, it is probable that the amounts 
subscribed by the public must have been well in excess 
of £50 millions. Yet the latest Bank return merely reveals 
a reduction of £14,863,000 in bankers’ deposits and an 
accompanying increase of £12,431,000 in public deposits. 
As this reduction in bankers’ deposits leaves these at a 
level of £114,035,000, it is hardly surprising that, as yet, 
conditions in the money market should hardly have felt 
the impact of the flow of funds to Government accounts. 
The inevitable delays in dealing with the vast mass of 
applications received, partly account for the discrepancy 
between the total amounts subscribed and the movements 
of funds reflected in the latest Bank return. These delays 
have been further increased on this occasion by the clear- 
ing difficulties which will persist as long as the present 
emergency machine is operating. But, even so, it is quite 
apparent that special arrangements must have been made 
between the Bank and the clearing banks to neutralise the 
dislocation of the large payments made this week. These 
have not taken the usual form of official purchases of 
short-dated bills. But at this time of the year, when the 
banks are normally making large transfers of tax payments 
to the Bank of England, there would be little difficulty 
in maintaining an even keel in credit conditions by allow- 
ing some of the bulk payments to be delayed. Moreover, 
the basis of bank cash began the test of War Loan sub- 
scriptions at a level considerably inflated by the recent 
disbursements on mobilised dollar securities. The cross 
currents of the past week have thus left the short loan 
position extremely comfortable, with balances from out- 
side lenders available down to } per cent. and the clear- 
ing banks keen buyers of all eligible bills at 1 per cent. 
The stalemate in the discount market situation is not, 
therefore, likely to be ended as a result of the War Loan 
operation. The problem of cushioning the impact of the 
resulting flow of funds is being solved with all the accus- 
tomed proficiency of the Bank of England. 
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Clearing Bank Statements.—The clearing bank 
statements for February, reflecting as they do the position 
towards the close of that month, must be viewed in the 
light of the fact that at that time the credit position was 
appreciably affected by the abnormal accumulation of 
funds in Public Deposits at the Bank of England. This 
accumulation, which disappeared with the early-March 


(In £ millions) 








i | { a 
| Feb., | Oct, | Nov. | Dec, | Jan, | Feb., 
| 1939 | 1939 | 1939 | 1939 | 1940 | 1940 
Capital and reserves | 138-8| 138-8] 138-8] 138-8| 139-31 139-3 
Acceptances, etc. ... | 127°4| 132-2] 108-2] 116-2] 119-8 
Notes in circulation 1:4 1:4 1:4 1-4 1-4 







Current, deposit and 
other accounts ... 


Total liabilities 


2,176°3 | 2,327°3 | 2,344:6 | 2,440-9 | 2,409-5 


2,443-9 | 2,599-7 |2,593-0 | 2,697°3 | 2,670-0 


CORD o. vccnacciaceesoccs 242°7 255-4 245-2 274:2 
Cheques, balances, 

& items in transit 61-9 77°1 69°8 | 118°8 
Money at call......... 137-7 | 159-1 141-8 | 174-4 
Discounts ...........+ 211:9 | 289-0 | 353:3 | 333-9 
Investments ......... 616 605-1 610°8 | 609-3 
Loans and advances 977-4 |1,013-1 5-2 | 1,002-0 
Investments in affili- 

ated banks ......... 24:2 24:2 24:2 24:3 
Cover for accept- 

ances, premises, &c.| 171-4 176°7 152-7 160-4 














Total assets ... | 2,443-9 |2,599-7 | 2,593-0 | 2,697°3 | 2,670-0 | 2,623°8 





dividend payments and the disbursements on mobilised 
dollar securities, encroached appreciably on the volume 
of bank cash at the time when each bank was computing 
its monthly figures. Thus, although cash at £247,266,000 
was some £5,700,000 up on the January figure, it repre- 
sented only 10.45 per cent. of deposits, a position which 
would be considered fairly taut had it not been for the 
substantial expansion in short loans and bills—the second 
and third lines of liquid assets—over the past year. The 
bill portfolio fell last month by £34,700,000 to 
£353,130,000. This is a movement for which every 



























THE new exchange regulations have 
caused a sharp fall in the free rate for 
sterling in New York, which has been 
as low as 3.724.: There has, conse- 
quently, been an appreciation in Lon- 
don in the unofficially quoted curren- 
cies fixed on the dollar. Lire, which at 
the end of last week were quoted at 
763-783, fell on Monday to 754-763 
and again on Wednesday to 733-75}. 
Yen have also appreciated from 
ls. 2i%ed. to 1s. 244d. The only change 
in the London official rates has been a 
movement of Sc. in favour of the belga, 
which is now quoted at 23.60-75. 


* 


The applications for the new War 
Loan have had very little effect on the 
money and discount markets. Little 
business has been done in discounts, as 
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| 1939 | 1940 | 1940 
> | | — 
Bank Rate..............0.00« cise fl ee 
London Deposit Rate ... 1g ly | lp 
Short Loan Rates : | 
Clearing Banks ... 1p-1*  1-11gt, 1-11gt 
Othe®s.......ccccorcescsces Sg-35g 3q-l | 5g 
‘Treasury Bills (3 mth.) 1 11 ll 
Three months’ bank | eee 
bills .........0.-.000..-+ 1739 1132 | 1132 
® Viz., lg per cent. for loans Ti Bills 
cad ce beurre Gis nd Snah Goer 
a within six +" of maturity. est 
cent. for loans cent. Treasury 
and stocks within six months of 


the market houses are unwilling to re- 
duce their portfolios beyond the amount 
of new bills which they are taking up 
each week; and latterly their allotment 
quotas have been small, though last 
week’s was better at 45 per cent., com- 
pared with 34 per cent. The top was 
again cut off the tender at last week’s 
Treasury bill offer, which means that, 
in addition to the £15 millions of tender 
bills redeemed last week, another £15 
millions are being redeemed this week. 
The amount on offer this week is also 
being reduced from £55 millions to £50 
millions. The average rate of discount 
last week was virtually unchanged at 
20s. 5.30d. per cent., and other dis- 
count rates are unaltered. 


* 


The Bank return does not show the 
full effect of the transfers of funds to 


_THE BANK RETURN 








| | | 
Mar. 15,| Feb. 28, | Mar. 6, | Mar. 13, 
| 1939 1940 1940 ' 1940 
‘ 
| | | 
£ mill. | £ mill. | £ mill. | £ mill. 
Issue Dept. | 
Gold ... 226-0 0:2 0:2 | O-2 
Value per oz.| | | 
Gem 1148s. 5d.\168s. Od.' 168s. Od. 168s. Od. 
lotes in cir-| 
culation 477°2 | 531:2 534-3 | 534-9 
Reserve... .| 49-8 50:0 | 47:0 46:4 
PublicDeps| 10-5 | 45-7 | 22: 34-9 
Bnkrs’Deps’| 106-5 99-4 | 128-9 114-0 
Other Deps:| 35:5 38-9 | 40-4 42:6 
Govt. Secs. | 97:5 | 127-1 | 137-3 | 136-4 
Dis. & Ads. 1-7 2:8 3-0 3-2 
Other Secs. | 21-7 | 22-2 | 22-7 | 23-8, 
32-6%| 27-81% 24:8% 24:2% 


{ 





the Government as a result of subscrip- 
tions to the new War Loan. Bankers’ 
deposits, though they are lower by 
£14.9 millions, are still at a high level, 
and public deposits are not up to the 
high total reached a few weeks ago as 
the result of tax payments. The note 
circulation shows a small rise, pre- 
sumably in preparation for the Easter 
holiday, but the rise has been virtually 
offset by a net increase in security 
items. 
* 


Silver fell in the early part of the 
week, the bear covering noted last week 
having spent its force. Sales were 
small, but in a narrow market they were 
enough to cause the declines in price. 
The recovery in Bombay on Wednes- 
day was probably the reason: for the 
small recovery on Thursday in London. 
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Gold Silver 
Date | Price per oz. standard 
| Price per | 
| Ounce e* | 
| | Cash Two Mths. 
1940 s. d | 4. d. 
March 8 ... 168 0 |. 21546 2114 
» ill 168 0 21116 21 
so EB. 168 0 201316 201316 
oo 13. 168 0O 2053 205g 
a, 168 0 | 201lig 201116 


* Bank of England’s official price. 
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seasonal precedent can be advanced, but at first sight it 
may have caused some surprise, seeing that over the period 
in question the total of Treasury bills issued by tender 
fell by only £10,000,000. The discrepancy is explained 
by the weight of outside applications for bills during 
February and by open market purchases of short-dated 
bills direct from the clearing banks. Advances rose over 
the month by £2,600,000 to £999,818,000. This is a com- 
paratively small movement taking into account the 
customary temporary accommodation which the banks 
grant to those taxpayers who are now making that end-of- 
the-financial-year effort. Moreover, the banks are under- 
stood to be giving substantial accommodation to firms 
working on Government contracts, payments on which are 
suffering inordinate delays. During the next two months 
the special help which the banks will be giving their 
customers to take up War Loan will probably carry the 
total of advances well over the £1,000 million mark. 





* * * 


World Gold Production.—The world’s production 
of gold continues to expand. According to the figures com- 
piled by the Union Corporation and published as usual 
in the Annual Bullion Review of Samuel Montagu and 
Company, the output for 1939 created a new high record 
at 39,150,000 ounces. The comparative production figures 
are shown in the following table: — 


(Thousand fine ounces) 
8 1 








193 939 

South Africa ............e0000e 12,160 12,820 
RUMMY. ssccncdvesesdsseenaveres 5,000 5,000 
GENES Sik srschvnaccwsadtarens 4,725 5,046 
WINE a onpctadcccesscstsdedadece« 4,245 4,565 
PI ois s5sss0ssaccsvcesenses 1,590 1,630 
Other countries ............... 9,300 10,089 

"RUN escaransircascccens 37,020 39,150 


In 1929 the output totalled 19,586,000 ounces, so that 
over the decade the volume of gold being produced has 
just about doubled, while its currency value has risen by 
238 per cent. if measured in terms of United States dollars 
and by 300 per cent. in terms of sterling. Once again, the 
equivalent of this new production of gold—and a great 
deal more—has gone into the holdings of the United 
States. The reserve of the United States Treasury rose 
last year by 88,914,000 ounces to the total of 503,428,000 
ounces. ; > 
* , 


Hongkong and Shanghai Banking Corporation.— 
The fall of about $2 millions in the net profits of the 
Hongkong and Shanghai Banking Corporation last year 
was explained at the annual general meeting, when the 
chairman pointed out that the heavy decline in the value 
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of the Shanghai dollar involved a decline in the Hong- 
kong dollar value of the bank’s investments in Shanghai 
—a loss which was met out of the year’s earnings. It is 
for this reason that the final dividend has been reduced 
by 10s. to £2 10s. per share. In an interesting address 
Mr A. L. Shields described the difficulties which the bank 
continues to face—several of its branches being in treaty 
ports which are virtually closed to trade or in places where 
trade is greatly handicapped by political difficulties, cur- 
rency experiments and trade controls, while the Chinese 
Government has been forced to default on its foreign 
loans, many of which the bank took a leading part in 
floating. But he also stressed the active part taken by the 
Government in fostering China’s exports, with the result 
that the clearances of ships from Shanghai for foreign 
countries was in 1939 only 6 per cent. lower than in 
1936, the last normal year. Moreover, last year Shanghai 
re-established itself as the main manufacturing and supply 
depot for the accessible parts of the interior, for coastal 
ports and for countries farther afield; and the improved 
trade outlook has recently had a steadying influence on the 
Shanghai dollar. 


* * * 


Insurance of Controlled Commodities. — 
In pre-war days the Government did not, for the most 
part, insure its own property in the insurance market, 
but carried the risks itself. When the Ministry of Supply 
and the Ministry of Food began to control huge stocks 
of commodities at the beginning of the war, marine under- 
writers and fire insurers became apprehensive lest insur- 
ance of these stocks would be removed from the market. 
Indeed, this appeared to be the Government’s intention, 
for although the marine insurance of a number of large 
shipments of raw materials was placed in the marine 
market—the insurance last year of a large part of the 
Australian wool clip was a notable example—it was not 
until last week that an announcement was made that all 
Government-controlled commodities would be insured 
against marine perils (excluding war) in the market. Lloyd’s 
underwriters, the marine companies in London and Liver- 
pool and the Glasgow syndicates are to share in these 
insurances in agreed proportions. They have, for their 
part, voluntarily offered their services in the settlement 
of claims and other matters connected with the Govern- 
ment’s “ self-insurance” of shipments before the agree- 
ment was reached. It is encouraging to the market that the 
Government have forgone the peacetime practice of “ self- 
insurance ” on the large stocks they now control. It may be 
a legitimate surmise that the agreement presages a similar 
outcome so far as fire insurance is concerned, where the 
same considerations apply. 





Provident Mutual. — This office 
celebrates its centenary this year. New 
business was naturally less in 1939 than 
in the previous year, and amounted to 
£1,983,400, compared with £3,286,700. 
New deferred annuities increased, how- 
ever, by £25,100 to £74,000, a feature 
worthy of note, since it is largely due 
to a few large pension schemes, the 
completion of which was not held up 
by near-war or war conditions. Aggre- 
gate claims by death and by maturity 
were both larger than in 1938, but only 
because of the antecedent growth in 
business. The fall in the expense ratio 
from 15.3 per cent. to 14.1 per cent. 
was not entirely due to the lower total 
of commission payments on new busi- 
ness, for there was a decline in other 
expenses, despite the evacuation of the 
Office to the country. Earned interest 
fell from £4 4s. 7d. per cent. net in 
1938 to £3 15s. 2d. per cent. last year, 
but the 1938 rate was remarkably high 
compared with most other offices. In- 
creased taxation and larger holdings of 
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redeemable securities—on which there 
is a lower current interest return, but 
which will show a capital profit on re- 
demption—partly account for the de- 
cline in interest in 1939. Investments 
were taken “at or below cost” and 
the market values are not given, but 
the chairman has stated that they 
showed a depreciation of 6 per cent. 
during the year, which has since been 
made good. There is an investment re- 
serve of £1,000,000. In common with 
other offices, the Association has 
lowered its interim bonus rates. 


* 


Scottish Provident.— The Scot- 
tish Provident, one of the mutual 
offices, had a life assurance fund of 
£24,619,000 at the end of 1939. This 
total is very slightly less than a year 
previously, partly because of the 
natural growth in claim payments and 
partly because of reduced new business 
last year (£2,322,900 compared with 





£3,158,500). The expense ratio, which 
in 1938 was 17.3 per cent., was higher 
last year, at 18.0 per cent., A.R.P. ex- 
penditure (£6,600) having more than 
counterbalanced the saving on first-year 
commissions. Another conspicuous 
item in the profit and loss account was 
the transfer of £71,800 to the staff 
pension fund, compared with only 
£19,700 in 1938. The increased sum 
was needed to provide for liabilities in 
the fund at the end of 1938, but con- 
siderable saving on this amount will 
be effected in the next few years. The 
Institution suffered a reduction in net 
interest earnings comparable with other 
offices—from £3 15s. per cent. to 
£3 11s. 6d. per cent. The decline was 
only very slightly more than is ex- 
plained by higher taxation. The note 
to the 1938 accounts, that the market 
value of the securities at the balance 
sheet date was in excess of the aggre- 
gate book value, does not appear in 
the 1939 accounts, but there is an in- 
vestment reserve fund of £600,000. 





Markets and the War Loan.—The stage for this 
week’s War Loan had been expertly set by the authorities, 
but the lighting was not quite so brilliant for the actual 
performance. Principally, this was due to the rather de- 
jected tone which followed the submission of the Finns 
to harsh terms of peace. But there is no reason to suppose 
that these external factors have played any decisive part in 
qualifying the success of the issue. Tuesday, which was 
the “small man’s day,” was remarkable for the number 
of applications from private investors of modest or 
moderate substance. Wednesday was reserved for the larger 
applications, on which the saving of a day’s interest was 
a material factor to the subscribers. It appears that com- 
paratively limited use has been made of the facilities offered 
by the banks to finance applications by subscribers who 
found the 90 per cent. payment on April 15th inconveni- 
ently high. At the time of going to press, no announcement 
has been made regarding the result of the issue, nor of the 
probable posting of allotments. It was taken for granted 
on the Stock Exchange, however, that dealings would not 
start before Monday next at the earliest—Friday is, in any 
cast, an indifferent day to start a market in so important a 
stock—but it was generally argued that the issue would 
command par, and possibly a small premium. The volume 
of “stag” applications must be extremely small, and 
the price will be established by true investment demand. 
As for the near-term prospects of the gilt-edged market, 
now that the first War Loan is out of the way, one view 
is that after a possible “bounce” from the dejection 
caused by the Russo-Finnish peace terms, the market may 
resume its recent softness, while preparations are being 
made for the payment of the large call due on April 15th. 
But no one belittles the power of the authorities, after 
that breathing space, to impose their will once again on 
the market. 


* * * 


Czech Financial Claims .—Holders of Czecho-Siovak 
8 per cent. bonds, Prague 74 per cent. loan, and Skoda 
Works 6 per cent. debentures may now lodge coupons due 
respectively on October ist, November Ist, and December 
1, 1939, with the appropriate paying agents. The scheme 
for settlement of these claims (together with the Czecho- 
Slovak guarantee on the Austrian loan, 1934-59, and bills, 
bank balances and other financial claims of British holders) 
has been made effective under Treasury Order (S.R. and 
O., 1940, No. 308). It follows the outline scheme discussed 
in The Economist of January 20th and 27th, and there is 
little to add regarding its provisions. The main question 
for the holders of these loans still remains unanswered : 
for what period can contractual interest payments be 
expected? The size of the fund is known to be approxi- 
mately £34 millions. Interest payments on the three loans 
payable to British holders may be put, very roughly, at 
£100,000 annually. The liability, if any, for the Austrian 
loan guarantee is more difficult to compute, but on the 
British tranche alone it would appear to exceed £100,000. 
Until the liabilities for the general financial claims are 
known, however, these estimates provide little guidance. 
These financial claims are to be scaled down by about half, 
up to a maximum of £50,000, and it appears that, if the 
fund is sufficient, further payments in respect of the un- 
satisfied balance will be made. It rests with the Treasury 
to determine the latest date to which coupons on the three 
loans will be paid from the fund. Bondholders are thus 
still without any guidance regarding the period for which 
they can expect coupon payments to continue. 


* * * 


Stock Exchange Committee.—The two vacancies 
on the Stock Exchange Committee were filled by the un- 
opposed nomination of Mr R. J. Lumsden and Mr H. K. 
Clarke on Wednesday—actually the last day for nomina- 
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tions. This fact suggests a certain difficulty in obtaining 
candidates in wartime. Actually, the call of junior members 
from the “ House ” to active service has left many senior 
members, who would otherwise be able to devote more of 
their time to the responsibilities of Committee membership, 
with a vastly increased burden of private work. In such cir- 
cumstances, the appreciation of the “‘ House” for the selfless 
and unremitting work of the Committee is naturally en- 
hanced. After the return of the present chairman, Mr R. B. 
Pearson, who is recovering from his unfortunate accident, 
the deputy-chairman, Mr R. P. Wilkinson, will be able to 
enjoy well-deserved relief after a spell of onerous duties. 


Company Notes 


Canadian Pacific Dividend Policy.—The pre- 
liminary income statement of Canadian Pacific Railway for 
1939 throws no light on the “ uncertainties of the present 
situation ” which led the directors in February to pass the 
preference dividend. It shows that net railway earnings 
have increased from $20,752,466 to $28,523,819, while 
other income, after providing for depreciation of steam- 
ships and hotels, has declined from $7,363,673 to 
$6,764,851. The total sum available for fixed charges has 
accordingly increased from $28.1 millions to $35.3 
millions. After provision for fixed charges and the sub- 
stantially reduced interest guarantees on “Soo” Line 
bonds, the balance of net revenue amounts to $9,782,148— 
a result which, in fact, comfortably exceeds that obtained 
in 1937, as the following table shows: — 


In $7000s 
Years to December 31 

1937 1938 1939 
Gross CarNningS ...........seeeeceeeeees 145,085 142,259 151,281 
Working expenses .................055 121,343 121,507 122,757 
Net railway earnings.................. 23,742 20,752 28,524 
Dividends received ...............45: 6,535 4,867 4,202 
Net interest, etc. received ......... 1,669 1,493 2,621 
Steamships, after depreciation...... 2,459 591 Dr. 71 
Hotels, after depreciation............ 967 413 13 
Earned for fixed charges ............ 35,372 28,116 35,289 
Fixed charges ..........csessesceseeees 24,042 24,768 24,701 
* Soo ” guarantees...........ceeeeeees 1,868 2,086 806 
Available for pref. stock ............ 9,462 1,262 9,782 
Paid on pref. stock .............000008 2,745(2% ) Nil Nil 
Losses on lines abandoned, etc. ... 6,672 1,498 5,398 
Profit and loss balance .............. 137,206 136,970 141,354 


Profits at this level would have been sufficient to meet the 
full preference dividend, together with 32 cents per 
ordinary share of $25. Instead, they have been used to 
cover $4,838,056 in respect of losses on abandoned lines 
and a miscellaneous debit of $560,240, with the result that 
the profit and loss balance carried forward is increased 
from $137 millions to over $141 millions. 


* * * 


There is nothing in this analysis of the results which 
indicates the nature of “ uncertainties in the present situa- 
tion ”—a conclusion which is reinforced when it is remem- 
bered that the gross increase in traffics for the nine weeks 
of this year amounts to no less than $5,549,000. Even the 
surplus profits which remain after providing for losses on 
lines abandoned and the miscellaneous debit would have 
represented 3.2 per cent. on the preference stock. But, in 
fact, Sir Edward Beatty at the annual meeting in May, 
1938, defined the relation of such losses to dividend policy 
— explicitly. His words on that occasion are quoted 
below: — 


It is important to realise, however, that these capital 
losses do not represent current disbursements in cash and 
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need not be taken into consideration in determining divi- 
dend policy. The largest part represents the writing-off 
of the capital investment in unremunerative lines 
abandoned. 
The preference stock has recovered from the low level of 
36, to which it was forced by the dividend decision, to 434. 
It may still have attractions for the speculator, but after 
recent events it must obviously be regarded as a vulnerable 
holding. The possibility of joint representation of British 
preference stockholders at the annual meeting in Montreal 
is, indeed, worthy of consideration, for on the face of the 
figures for 1939 they appear to have been hardly treated. 


* * * 


L.N.E.R. Report.—The report of the London and 
North Eastern Railway is as bare of information as those 
of other companies, but the directors shed light on some 
aspects of last year’s operations by issuing their usual 
review of the company’s business. This shows that for the 
first eight’ months of the year goods traffic increased by 
£954,339, while passenger traffic declined by £89,147. 
Gross railway receipts increased by £868,681, compared 
with a composite increase in gross receipts from railway 
and ancillary businesses and net miscellaneous receipts of 
£1,020,000. As the preliminary statement indicated, net 
receipts increased by £1,572,000 for the period. The fol- 
lowing table shows the allocation of net revenue : — 


Years to December 31 


1937 1938 1939 
£ £ £ 
Net revenue ............seeeeeeeees 10,107,442 6,653,167 9,271,030* 
Debenture service ............... 4,222,274 4,220,487 4,217,560 
Guaranteed divs. ..............0+ 2,430,552 2,430,552 2,430,552 
4% and 5% red. pref. divs.... 2,129,629 Nil 2,129,627 
Earned for 2nd pref. .........000+ 1,324,987 Nil 493,291 
2A DOCE. GBR. o.ccccccscevcsseceess 1,157,488 Nil 496,066 
(13%) (#%) 
Contingency fund ............... 150,000 “a ey 
Carried forward ..............000: 83,926 86,054 83,279 


* Includes £949,564 “‘ non-controlled ” revenue 


Some important changes occurred in the company’s traffic 
during the four war months. Passenger engine miles were 
reduced by 32.3 per cent. and passenger journeys by 26.3 
per cent. Goods traffic, however, increased by 29.0 per 
cent. and coal traffic by 1.7 per cent., for the fall in ship- 
ment coal was offset by a rise in landsale coal. Total 
freight traffic increased, in fact, by 9.6 per cent. and 
freight engine mileage by 13.1 per cent. Presumably this 
expansion of freight engine mileage is attributable, in great 
measure, to longer hauls, from which the company should 
obtain the benefit of larger unit revenues. So far as it 
represents a rise in real costs of operation, however, its 
effects may be masked by an increase in charges which the 
tailways will probably seek (on the grounds of higher costs) 
in the near future. 


* * * 


Southern Railway Report.—The Southern Rail- 
way report adds little to the facts which were disclosed, or 
could be derived, from the dividend statement. It confirms 
the calculation given in The Economist of March 2nd, 
that net revenue amounted to £6,742,576, of which 
£161,809 was contributed by uncontrolled revenues. It 
discloses, in common with other companies, that a con- 
siderable amount of reconstruction work has been post- 
poned on account, of the war. Substantial increases in 
cash, from £1,172,125 to £5,467,286, and in gilt-edged 
securities, from £6,001,884 to £7,964,901, are the main 
features of the balance sheet. In view of the war, the 
company, like the other main lines, is presumably finding 
the supply of funds from the Railway Finance Corporation 
something of an embarrassment. During 1939, the 
Southern Railway borrowed a further sum of £1,250,000 
from this source, making a present total of £5,000,000, 
out of a maximum of £5,929,811 to be borrowed. 
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Vickers and Firth-Brown Profits .—Slightly reduced 
net profits and maintained ordinary dividends are 
announced by Vickers and Thomas Firth and John 
Brown—both companies with an outstanding interest in 
armaments and special steel manufacture. There is noth- 
ing for surprise in such results, for it had been generally 
assumed that the leading armaments companies would 
maintain and not increase their dividends, despite their 
present peak turnover, and that policy would have regard 
to conditions after the war in the determination of distri- 
butable profits. Vickers’ net profits, after providing for 
taxation, amount to £1,226,870, compared with 
£1,398,853 for 1938. In that year, £503,397 was provided 
for taxation, and it would seem that increased taxation 
accounts largely for the reduction in profits, for the earn- 
ings percentage for the ordinary stock appears to be 
approximately 20.2 per cent., against 22.0 per cent. in 
1938. The dividend is maintained at 10 per ceat. The 
sum of £250,000 is transferred to contingencies, and the 
carry-forward is increased from £321,760 to £480,188. 
In 1938, as much as £450,000 was set aside to reserves, 
of which £100,000 was specifically earmarked for con- 
tingencies. The Firth-Brown dividend has been stabilised 
at 174 per cent. tax free for the past three years. The 
net profits figure of £508,460 compares with £515,056 
in 1938, but the taxation charge has almost certainly in- 
creased, and the directors may have set aside more for 
depreciation (which absorbed £150,000 in 1938) and for 
contingencies (the amount of which was undisclosed). 
Vickers 10s. units stand at the distinctly subdued level of 
19s. 6d. to yield £5 6s. per cent., while Firth-Brown 
“A” £1 ordinary shares yield £7 16s. per cent. gross at 
the price of 72s. 6d. In the latter case, the main- 
tenance of a tax-free dividend at a satisfactory level, 
when the standard rate of income tax is rising substanti- 
ally, provides an effective increase in income both for 
private shareholders, and for John Brown, by whom 
Firth-Brown is controlled. 


* * * 


Courtaulds’ Prospects.— Much of Mr Samuel 
Courtauld’s speech to Courtauld’s stockholders on Thurs- 
day was cheerful in tone. Last year witnessed a steady 
increase in production until, by the end of December, the 
rayon and yarn mills were running at 90 per cent. of 
capacity, and the “fibro” mill had been running at full 
capacity since midsummer. Reduced unit costs and the 
new working agreements with other rayon producers re- 
sulted in a substantial improvement in profits. The present 
picture is in one respect not quite so favourable, for the 
group is coping with business which in a few weeks will 
absorb the full capacity of all available plant, but is handi- 
capped by a shortage of labour. Some 1,050 men, about 
10 per cent. of the total employed, have entered national 
services since the war. The chairman, however, is hopeful 
that the labour difficulty will be solved, but evidently the 
withdrawal of key men is proving vexatious. Underlining 
the board’s intention of fostering export trade to the fullest 
extent, Mr Courtauld put it, first, as a matter of duty, 
second as an obvious response to the natural reduction in 
home demand for rayon products, and third as prepara- 
tion for the grant of prior allotment of raw materials for. 
exports. One-half of the Preston factory has been brought 
into production and has justified all expectations. At the 
moment, however, the company does not intend to instal 
the machinery for the second half, and free funds are now 
accumulating for possible capital expenditure in the future, 
from which the board has provided £1 million as a sub- 
scription to the new War Loan. The current year’s pros- 
pects for the American Viscose Corporation also seem 
fairly bright. In general, despite the difficulties imposed 
by war, Courtaulds seem likely to achieve a further instal- 
ment of recovery toward more normal profit levels this 
year. 

* * * 


International Nickel Profits.—The report of the 
International Nickel Company shows an appreciable in- 
crease in net profits from $32,399,470 in 1938 to 
$36,847,466 after charging substantially increased amounts 
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for taxation and depreciation. Earnings for the common 
stock were equivalent to $2.39 per share compared with 
$2.09 in 1938. But although the company attained record 
sales of nickel of 210.2 million Ibs. against 164.4 million 
Ibs. in 1938 and 207.7 million Ibs. in 1937, last year’s 
profits were still appreciably lower than the record 
achieved in 1937, when they amounted to $50,299,623, 
or $3.31 per share. Mr Robert C. Stanley’s comment on 
the company’s business last year shows that increased turn- 
over and profits were recorded during the first eight months 
of the year, but that market restrictions, currency and 
price controls were experienced during the war period. 
In common with other Canadian copper-producing com- 
panies, International Nickel has a long-term contract with 
the Ministry of Supply for a substantial tonnage of cop- 
per, as a result of which its entire production will be 
required for the United Kingdom and Canada. At the end 
of last year, the expenditure on the Petsamo nickel devel- 
opment totalled $6,723,908, which has been fully reserved 
by transfer from accumulated profits. The presumption 
suggested by the peace terms between Russia and Fin- 
land is that the company should be able to resume its 
operations at this mine, although damage and delay will 
prevent the starting of production in the early months 
of 1941, which was expected before the war broke out. 
In relation to the entire organisation of International 
Nickel, however, the Finnish development is only a small 
part. The Canadian mines themselves should obtain for 
the duration of the war an outlet for their products with 
the Governments of Canada and this country, and within 
the limits imposed by the licensing system, the company 
will doubtless seek to increase its exports to neutral coun- 
tries. Hence the maintenance of the past year’s profits and 
the $2.00 per share dividend would appear to be reason- 
ably assured. 


* * * 


Tobacco Company Results.—Recent tobacco com- 
pany results for 1939 are more encouraging than those of 
Imperial Tobacco, announced some weeks ago. The strong 
upward trend of Gallaher’s profits continued at an even 
faster rate than before. Total profits for 1939 are 
£913,167. against £738,580 in 1938 and £659,089 in 
1937. Expanding business has required successive issues 
of ordinary capital for cash, but clearly the provision of 
roughly £430,000 of new money a year ago—the result 
rather than the cause of growing activity—does not modify 
the very satisfactory nature of last year’s progress. The 
nullification of good trading results by higher taxation is, 
however, a familiar story, and the rise in Gallaher’s tax 
provision from £230,000 to £450,000 is mainly respon- 
sible for the appreciable reduction in equity earnings 
(after charging £50,000 for pensions reserve) to £305,713 
against £413,986. The repeated 27} per cent. dividend is 
payable on £1,707,552 of ordinary capital instead of 
£1,422,960, and is barely covered by earnings, though there 
would be 44 per cent. to spare before charging the pen- 
sions allocation. No addition to reserve is made from 
revenue, though the fund is strengthened by £75,000 from 
share premium account. The balance sheet reflects the 
usual expansion of the business and the investment of new 
money, the rise in stocks from £2,492,556 to £3,115,416 
being particularly substantial. Godfrey Phillips’ prelimin- 
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ary statement has made a good impression. The distribu- 
tion for 1939 is admittedly reduced from 11% per cent. to 
10 per cent. by the omission of the bonus, but net profits, 
apparently struck after taxation, are £233,703, against 
£223,700—a satisfactory result for a year of heavy tax 
increases. The statement does not disclose whether the 
reduction in dividend is due to special provisions or merely 
to a conservative dividend policy. In recent years the only 
special allocations have been to development account, and 
it may be recalled in this connection that Godfrey Phillips 
have interests in Turkish cigarettes, whose consumption is 
being encouraged for reasons of economic warfare. At pre- 
sent Gallahers £1 shares stand at 107s. 6d., to yield 
£5 2s. 3d. per cent. and Godfrey Phillips £1 units at 
33s. 9d., to yield £5 19s. per cent. The former company is 
particularly vulnerable to E.P.T.—a fact which the sharp 
increase in the 1939 taxation provision evidently 
recognises, 


* * * 


London Brick Setback.—A 43 per cent. fall in 
London Brick Company’s total profits, from £587,130 to 
£336,344, is in sad contrast with the stability achieved in 
preceding years, but it is a setback for which investors 
must have been fully prepared. Already in the latter part 
of 1938 some decline in demand had been apparent. Some 
recovery took place in the summer months of 1939, but it 
was sharply reversed by war. The report refers to the 
closing down of some works and reduction to single-shift 
operations, so it is probable that increased unit costs as 
well as reduced demand have contributed to the heavy fall 
in profits. As already announced, the year’s dividend is 
halved at 10 per cent., and, in accordance with the com- 
pany’s usual policy of distribution in full, is only just 
covered by earnings of £201,115, against £402,000. But 
even this result, as the following table shows, has only been 
possible by reducing the provision for depreciation from 
£150,000 to £100,000: — 


Years ended December 31 


1937 1938 1939 
£ £ £ 
Total profits after tax and 
reconstructions ............ 589,654 587,130 336,344 
Depreciation ...............055 150,000 150,000 100,000 
ME LubsUpechbuh boshsucesnnousss 3,165 3,229 
Preference dividend ......... 32,000 32,000 32,000 
Ordinary stock :— 
NN s iicacccsbonbsarowaoene 404,489 402,000 201,115 
SRE ksi sca caee begs abibbe seine f 400,000 200,000 
BEE FL, cesiccsensccssnes 20:3 20-2 10:1 
BROS. scvieswnscinsnnscnxess 20 20 10 
Carry-forward ............00. 80,000 82,000 83,115 


The demand for bricks created by the arms programme 
cannot appreciably offset the fact that London Brick is 
engaged primarily in a peacetime industry, and that re- 
covery cannot be expected during wartime, when normal 
house construction is being discouraged. A yield of 
£6 8s. per cent. at the current price of 31s. 3d. for the 
£1 units, however, suggests confidence in the long-term 
outlook of the company. 


Electricity Reports 


City of London Electric.—This company, in 
common with other London suppliers, has suffered rela- 
tively severely from the war. Stockholders may welcome 
the repetition of the 74 per cent. dividend, but it is due to 
directorial policy and not to stability of income. The 
company made certain reductions in charges in 1938 in 
anticipation of increased consumption, and has postponed 
war increases in prices until the current quarter. Hence, 
the 74 per cent. fall in operating income from £943,172 
to £870,579 is almost exactly proportionate to the drop 
in the total number of units sold from 146.9 millions 
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to 135.8 millions. Despite the reduction in output, how- 
ever, a small increase in generation and distribution 
costs was actually recorded last year, and after crediting 
miscellaneous income—slightly higher at £116,504—and 
deducting all expenses, earnings for the ordinary stock 
are severely reduced to £72,558 against £130,763. Even 
this fall in net earnings was tempered by the omission of 
the 1938 transfers of £30,000 for voltage standardisation 
and £23,105 to co-partners fund, which more than offset 
the £30,697 rise in rates and taxes and other increases in 
charges. Part of the A.R.P. expenses is again charged 
to capital account, the burden falling on revenue being 
smaller in 1939 than in 1938. Even so, it is only possible 
to repeat the 74 per cent. dividend by following a more 
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generous distribution policy, for earnings are equivalent 
to 7 per cent., compared with 11.3 per cent. for 1938. 
Although the dividend is again 4 per cent. in excess of the 
7 per cent. standard, no addition is made to the No. 2 
Reserve Fund, though the sum of £8,617, which is avail- 
able, is included in the carry-forward. The company’s 
area has been severely affected by the evacuation of busi- 
ness firms and shorter working hours in the winter black- 
out. Some increase in revenue will result from the higher 
charges, but the company’s position is one of the least 
fortunate in the London area. At the current price of 
26s. 6d. the £1 units yield £5 5s. 9d. per cent. on the 7 per 
cent. standard dividend, and £5 13s. per cent. on the 
7% per cent. actually paid. 


HONGKONG AND SHANGHAI BANKING CORPORATIO 


(Incorporated in the Colony of Hongkong. 


The liability of members is limited to the extent and in manner prescribed by Ordinance No. 6 of 1929 of the Colony.) 





ONE HUNDRED AND TWENTY-FOURTH REPORT OF THE BOARD OF DIRECTORS 
to the Ordinary Yearly General Meeting of Shareholders, held at the 
Offices of The Hongkong and Shanghai Banking Corporation, 1 Queen’s Road 
Central, Hongkong, on Wednesday, the 28th February, 1940, at 12 noon. 








TO THE SHAREHOLDERS OF THE HONGKONG AND SHANGHAI BANKING 
CORPORATION 

GENTLEMEN,—The Directors have now to submit to you a General Statement of the 
affairs of the Bank, and Balance Sheet for the year ending 31st December, 1939. 

The net profits for the year, together with $3,400,634-26, balance brought forward 
from last account, after paying all charges, deducting interest paid and due, and making 
provision for bad and doubtful accounts and contingencies, amount to $16,754,599-74. 

The Directors recommend writing off Bank Premises Account the sum of $300,000. 

After deducting $300,000, the Interim Dividend of £2 10s. Od. per share, paid on 
14th August last, viz. :—£400,000 at 1/2? = $6,508,474-58, and remuneration to 
Directors, there remains for appropriation $9,865,111-06, out of which the Directors 
recommend the payment of a final Dividend of £2 10s. Od. per Share, viz., £400,000, 
which, at 1/2%, the rate of the day, will absorb $6,453,781 -51. 


The sterling equivalents of the Assets and Liabilities are shown at 1/2j, the rate ruling 
on the last day of the year. 


DIRECTORS 


Mr. H. V. Wivktnson has been elected Chairman for the year 1940, and Mr. D. F. 
LANDALE has been elected Deputy Chairman. 


The Hon. Mr. S. H. Dopwett and Messrs. A. H. Compton and G. Miskin retire in 
rotation, but being eligible for re-election, offer themselves accordingly. 


Mr. J. J. Paterson resigned his seat on leaving the Colony and Mr. D. F. 
LanDALE has been elected to fill the vacancy. 
AUDITORS 


The Accounts have been audited by Mr. Joun Fremtne, C.A., and Mr. H. R. Forsytu, 
C.A., who offer themselves for re-election. A. L. SHIELDS, 
































The Balance, $3,411,329-55, to be carried to New Profit and Loss Account. Honckone, 13th February, 1940. Chairman. 
ABSTRACT OF ASSETS AND LIABILITIES GENERAL PROFIT AND LOSS ACCOUNT 
31st December, 1939 Dr. 3lst December, 1939 
LIABILITIES Sterling Equivalent Dollars To Interim Dividend :— Dollars Dollars 
Authorised Capital :-— £ s. d. Paid on 14th August, 1939, of £2 10 0 per Share on 
5 each ......... 5 160,000 Shares = £400,000 at 1/28 =... $6,508,474-58 
GRATE Ghatee GSS cash ..... Sane To Remuneration to Directors £5,000 ........s.scsssesseeees 81,014-10 
Issued and Paid-up Capital :— 2 omy bak od ecm — 
160,000 Shares of $125 each ...........scceseeseeees 1,239,583 6 8 20,000,000: 00 —_ 
Reserve Liability of Shareholders :— : Of £2 10s. Od. per Share on 160,000 Shares= £400,000 
$125 per Share on 160,000 Shares at U/Zh=  .......00008 ,eeeeeeeee craeseseeeeseescesenes eee $6,453,781 +51 
EE, Sadness astdcccevssarnecscasiecss $20,000,000 To Transfer to Bank Premises Account . 300,000 -00 
cas To Balance forward to next year .......ceccsscssecsseeeeceeeee 3,411,329-55 . 
Sterling Reserve woasacsoseovensnnannceceeecesoeoneesen csenees é 0 104,873,949" 58 ——————_ 10, 165, 111-06 
Hongkong Currency Reserve ..........seseeeseeeeeeeees 79 4 10,000,000- a 
Notes in Circulation :— , ’ $16,754,599-74 
Authorised Note Issue against Securities a, 
deposited with the Crown Agents for the 
er saree ea hea dicae av caieseicxs 1,859,375 0 0 — 30,000,000-00 Cr. 
Excess Note Issue against Hongkong Govern- By Balance of Undivided Profits, 3lst December, 1938... $3,400,634- 26 
ment Certificates of Indebtedness ............ 10,257,485 15 4 165,498,930 - 00 By Amount of Net Profits for the Year ending 31st 
iE SID vadcsosnnscsincnsconereencncvacsssvesesess 42,829,506 1 0 691,030,685 - 86 December, 1939, after making provision for bad and 
Binet TRIN wes cccsncsccievscescscrcccsessccsccsccscesoes 9,220,355 11 11 148,765,401 -21 doubtful debts and contingencies, deducting all 
Bills Payable :— Expenses and Interest paid and due ..............000e006 13,353,965: 48 
(Including Call Loans and Short Sight Drawings —————. $16, 754,500-74 
on London Office and Drafts on London tleiiniaieipiielniene 
Neos sah ckSeas Udi saa ves ensb essences 2,425,727 18 6 39,137,795-10 $16,754,599: 74 
Acceptances on Account of Constituents ............ 371,243 14 5 5,989,814-69 ——— 
Profit and Loss ACCOUNt .......ccccccecscceeseseeseees 630,025 2 3 10,165,111-06 
Liability on Bills of Exchange re-discounted, 
12,513,439 7s. 10d., of which £2,370,404 10s. 5d. 
have since run off. ——__ STERLING RESERVE 
£75,953,094 3 5 $1,225,461,687-50 
Pn Dr. Sterling 
NN sa cacacatihnarensateiericsnascicernceditannsendindieisaneieciansincnis £6,500,000 0 0 
—_————a 
ASSETS Sterling Equivalent Dollars 
£ s. d. Cr. Sterling 
Cath tm hhand.........cccccrsccsoccccesscccesccrccceessccceees 6,821,159 18 7 110,055,689-58 | By Balance 31st December, 1938 © ..........sssssccecceceessesseceeeseceeseeees £6,500,000 0 0 
Hongkong Government Certificates of Indebted- pit ili ala 
SN Au daisink ac ancsudbeainunssmaeguneabedenie ts aabecess 10,281,685 15 7 165,889,383 -99 Se 
British Government, Indian, Colonial and other 
MINNIE: Sindisncsbcstesecenccatnanbeonsscesececosscsecas 20,138,109 19 0 324,917,404: 21 
= Discounted, Loans and —- Nidatedaeiaestens 28,031,561 12 1 452,273,935 -16 
ills Receivable and Balance of Remittances an u : SCE RY 
_ Drafts in Transit... ieee rncnnsnnen 9,153,274 810  147,683,083- 44 HONGKONG CURRENCY RESERVE 
iabilities of Constituents for Acceptances, per 
nse asenaetenemnme pe 971,243 145 5,989,814-69 Da Dollars 
Bank Premises 1,156,058 14 11 18,652,376-43 | To Balance ......ccsssssscessereecssrsesssssssesssssesesssasssssesesesesseeseseases $10,000,000 .00 
ee 
ga eg NE eS ag Cr. Dollars 
£75,953,094 3 5 $1,225,461,687-50 | By Balance Bist December, 1998 ....ccccsccssessessecsessessessesseanecsennes $10,000,000.00 


Sterling Exchange taken at 1/2§. 











V. M. GRAYBURN, Chief Manager. T. J. J. FENWICK, Chief Accountant. 


A. L. SHIELDS, H. V. WILKINSON, D. F. LANDALE, Directors. 


We have audited the above Abstract of Assets and Liabilities with the Books, Vouchers and Securities at the Head Office and with the certified Returns from the 


Branches and g i 
We have obtained all the information and explanations we have required. 


Agencies made up to 3lst December, 1939, with the exception of certain distant offices where the 


year is closed on 3lst October or 30th November. 


In our opinion such Abstract is full and fair, and properly drawn up so as to exhibit a 


true and correct view of the Corporation’s affairs according to the best of our information and the explanations given to us and as shown by the Books of the Corporation. 


Hoxckone, 7th February, 1940. 


OHN FLEMING 
R. FORSYTH } Chartered Accountants, 


Auditors, 
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London Associated Results.—The 1939 results of 
Central London Electricity (whose area includes the City 
and Westminster) show the effects of war at their worst. 
The Central London report, in fact, reveals that in the 
last four months of the year sales fell by no less than 
27 per cent., making the decline over the whole year 6 per 
cent., while there was a net reduction of 44,868 kilowatts 
connected in the four war months, quite apart from a 
further 36,400 estimated as unused. Price increases 
during the year, however, reduced the fall in revenue from 
sales to a mere 14 per cent. But against an increase of 
£81,295 (64 per cent.) in the cost of current purchased, 
savings in other expenses were insufficient to prevent a 
fall of £113,495 in equity earnings. Already in 1938 earn- 
ings were considerably over-distributed, and in 1939, 
although the dividend was reduced from 7 to 5.575 actual 
per cent., as much as 3} per cent. of the latter dis- 
tribution was obtained by drawing £47,410 from No. 2 
Reserve, and using practically the whole of the balance of 
£137,991 brought in from 1938. The main features of the 
operating and the holding companies’ accounts are analysed 
below :— 


Years ended December 31 
1937 1938 1939 

Central London Electricity 
Kw. connected, end year No. 590,764 655,289 635,573 
Current sold ...... thous. units 419,188 432,560 406,614 

£ £ £ 
Total revenue ..............0005 2,994,046 2,886,720 2,835,343 
Cost of current purchased ... 1,177,466 1,227,533 1,308,828 
Earned for dividends ......... 12, 299,527 186,032 
London Associated Elec. 

Pref. dividend from C.L.E.... 75,467 75,400 75,400 
Ord. dividend from C.L.E. ... 384,233 371,165 295,606 
Total income —..............0005 481,356 460,361 381,386 
Expenses, inc. tax ............++- 35,367 13,519 10,732 
Pref. dividend .................. 120,420 120,420 120,420 
Ordi stock :— 

vo Seuss ckias dss Kewskibeks 326,569 326,422 250,234 

TEE cick osu csebababsekipeenenne 326,093 326,145 256,257 

NN cc ceciscaonpeestpoeny 7 7 53 
Carry-forward ...............0+ 294 571 297¢ 


+ After crediting £5,749 income tax. 


London Associated’s dividend is reduced by the relatively 
moderate amount of 1} per cent. to 54 per cent. The parent 
company still has a stockholders’ reserve of £110,000, 
consisting of accumulated dividends in excess of the 
standard payments of the constituent companies before 
amalgamation, and even after last year’s draft, the operat- 
ing company has £125,000 left in No. 2 Reserve. These 
two funds between them could provide about 5 per cent. 
actual on the parent company’s ordinary capital, but clearly 
they can only be a temporary resource. Nor are the pros- 
pects of a satisfactory level of consumption in a full year 
of war encouraging. Stockholders will therefore be depen- 
dent upon price increases for the needed assistance to 
revenue, although in turn they must depress consump- 
tion still further. The £1 stock units stand at 20s. cum 
dividend—a price which scarcely looks forward to a sub- 
stantial reduction in dividend in 1940. 


* * * 


County of London Electric Results.—The County 
of London report is among the first to disclose a really 
large increase in generation expenses during 1939. This 
fact carries a warning for investors against assuming too 
readily that, because certain supply companies have not, 
apparently, been greatly affected by advancing prime 
costs, they are not of major concern for supply companies 
in general. The 8 per cent. rise in total revenue (and 6 
per cent. in units sold) has resulted, in part, from develop- 
ment which has entailed the provision of some £2,700,000 
of new money since December, 1938. But it is a satisfac- 
tory outcome for a difficult year, more particularly since 
general price increases have been operative from Janu- 
ary 1, 1940, only. An entirely disproportionate increase in 
expenses, however, has occurred, in which an advance of 
£303,572 for fuel—representing a one-third increase on 
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the 1938 figure—is the chief element. Altho the 
amount of this increase is more than offset by the 
improvement in total income, higher general expenses, 
taxation and depreciation have contributed towards the 
reduction in equity earnings by £223,927 to £743,574. 
Recent results are analysed below: — 


Years ended December 31 
1937 1938 1939 
Sold to consumers (mn. units). 1199-5 1325°1 1410-3 
Total sales (mn. units) ......... 1915-0 2007 -5 2024-8 
: £ £ £ 
Total income ...........scseeeeees 4,762,421 5,273,793 5,695,720 
Gen. and distribution costs ... 1,718,381 1,839,060 2,256,189 
Depreciation ..........cceccseeseee 791,796 849,365 929,015 
IEE eebukssssccissoesessecsens st 125,000 200,000 
Other charges ............scscseeee 665,931 790,971 860,005 
Debenture interest, etc. ........ 371,840 388,980 384,021 
Pref. dividend ...............ss00« 293,994 322,916 322,916 
Ordinary stock*— 
air cpbibsaccsecaeunskere 820,479 967,501 743,574 
a sean si banen 612,371 612,371 719,129 
No. ccéscscsectovnsess 15-3 18-9 11-2 
PN Sass stanwsscdocscewceconcce 10} 103 103+ 
To res. and contingencies ...... 150,000 185,000 75,000 
Carry forward ...........ssseeeseee 483,397 653,527 602,972 


a £5,832,109 capital in 1937 and 1938, and £7,082,109 in 


+3 per cent. interim less tax at 5s. 6d., £7 3s. 1d. per cent. 
final less tax at 7s. 


In considering this reduction in equity earnings, it may be 
recalled that 1938 was an exceptionally good year, in 
which earnings were equivalent to 18.9 per cent. on the 
old or 15.6 per cent. on the new capital. By treating the 
3 per cent. interim as equivalent to £3 6s. 11d. per cent. 
gross owing to the subsequent increase in taxation, the 
report describes the year’s dividend as 104 per cent. less 
tax at 7s. But this does not leave a large margin of earn- 
ings, and £25,000 is placed to No. 2 Reserve instead of 
£150,000 to general and No. 2 reserve as in 1938. Follow- 
ing the increase of capital some fifteen months ago, the 
balance sheet reflects a certain measure of expansion. 
Capital expenditure is {1,422,626 higher, and much of the 
increase of £1,179,181 in interests in subsidiaries is repre- 
sented by debentures and advances. The {1 units yield 
£5 5s. per cent. at the current price of 40s. Price increases 
should perhaps provide a closer balance than in 1939 
between revenue and generation costs, but the latest report 
is not a wholly encouraging pointer to the company’s 
prospects under war conditions. 


* * * 


North-Eastern Electric.—A decline in revenue 
during the war months was to be expected by North- 
Eastern Electric stockholders; but, taken as a whole, the 
year’s results are satisfactory. During 1939, units sold to 
consumers rose moderately by 5 per cent. to 1,240.5 
millions, and the proportionate rise in gross profits suggests 
that any advance in costs was kept well within bounds. 
Since general expenses are charged before striking profits, 
the report gives no indication of the trend of expenditure. 
The fall of £96,680 in equity earnings is more than 
accounted for by a special transfer of £150,000 to taxation 
reserve. Accounts for the past three years are analysed 
below: — 


Years ended December 31 
wt 1938 1939 
Total profits ...............00006 1,410,801 1,509,880 1,582,876 
Deprecn. and contingencies... 400,000 475,000 500,000 
Plant renewals, etc. ............ 000 75,000 70,000 
Deb. service, etc. .........00000. 340,777 340,880 341,556 
Pref. dividends ................++ 185,482 185,482 185,482 
Ordinary stock :— 
IIE cunteuscvcewensvencseres 384,542 433,518: 335,838t 
ED. ctuemenmmamenmeneens 333,195 333,194 333,194 
Barned Yo*  ..cccccosecceseees 8-0 8-7 7-1 
I chiciidiateaa nc tasinidaes 7 7 7 
General reserve..............00+5 bis 100,000 as 
Carry forward .................. 217,720 218,044 220,688 


* After allowance for preference participating rights, in 1937 
and 1938. 


tT After £150,000 to taxation. 
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SUGAR 
RATIONING 


Many of those who buy our chocolates have not been able 
to get as much as they wanted for some weeks past ; we 
regret this and would like to explain the reasons. 

In the first place, there has been a great increase in public 
demand. The thousands who have joined the Services, 
A.R.P., and other war work, have required not only more 
food, but food in handy form and that ‘feeds you on your 
feet’. Our efforts to meet our customers’ heavier orders 
were only limited by the capacity of our factories until the 
end of 1939. 

But now, since the begining of the year, sugar, an essential 
ingredient of Chocolate, has been controlled for industrial 
purposes. This has meant a more stringent limit on the 
amount we can manufacture. 

If prices had been allowed to rise, consumption would 
automatically have been reduced. But we have always 
maintained the alternative that every effort should be 
made to keep prices from rising, and thus some form of 
rationing became inevitable. 

We therefore worked out a very careful method of 
allocating our available supplies to our retail customers 
which gives a fair and equitable distribution to all parts of 
the country. 


We are glad to say that we can now supply all orders for 
Bournville Cocoa and Bourn-vita in full. 


Issued by 


CADBURY’S 
of Bournville 


THE FACTORY IN A GARDEN 
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The taxation provision, it will be seen, leaves only a 
slender margin to cover the maintained 7 per cent. divi- 
dend. Continued expansion, if at a slower rate, is reflected 
in the balance sheet, for capital expenditure reached 
£654,680 in 1939, against £830,266 in 1938. Consideration 
of current prospects is best deferred until next Wednesday’s 
meeting, for the expected wartime activity of the com- 
pany’s area, and the somewhat modest rise in sales in a 
year including only four months of war, are opposing 
factors which are difficult to assess. At the current price of 
30s. 6d., the £1 units yield £4 12s. per cent. 





* * * 


Electrical Distribution of Yorkshire.—Some reduc- 
tion in the rate of progress of sales, which between 1933 
and 1938 varied from 11 to 16 per cent. annually, was ex- 
perienced by this company in 1939. Units sold were 6 per 
cent. higher at 64.2 millions, and this slower rate of advance 
was due mainly to smaller demand since the outbreak of 
war—domestic consumption is the chief factor in the com- 
pany’s business—for the increase in the number of con- 
sumers was about normal. An apparent fall in total net 
revenue from £268,050 to £257,955 can be attributed en- 
tirely to the higher standard rate of tax, for after repeating 
the provision of £100,000 for depreciation and reserve and 
meeting payments on the prior stocks, earnings for the 
ordinary capital amounted to £89,564, against £99,545, 
and were equivalent to the same rate of 9.2 per cent. earned 
in the preceding two years. No change was made in the 
9 per cent. dividend, which has been paid for many years 
past. While the 1939 results are satisfactory, a continued 
expansion in sales at the high rate recorded in recent 
years is rather less certain. A yield of £4 16s. 3d. per cent. 
on the £1 units at 39s. 43d. suggests confidence in the 
company’s ability to maintain a 9 per cent. dividend. 


* * * 


Consolidated Mines Selection Trust.—In view of 
the restricted scope for mining share operations in 1939, 
the reduction in Consolidated Mines Selection dividend 
from 15 per cent. to 10 per cent. is hardly surprising. The 
apparent fall from £49,825 to £13,246 in profits from 
share dealings is, however, more adverse than the figures 
suggest, for the former sum was struck after deducting an 
unstated amount for writing down investments, whereas 
in 1939 the allocation for this purpose was found entirely 
from reserve. The decline in dividends received from 
£68,629 to £49,666 is due in part to the declaration of the 
Anglo-American Corporation payment later than usual. 
Total profits thus amount to £62,912, against £118,454, 
but, thanks to a large saving in taxation charges, net earn- 
ings are reduced less severely to £47,401, against £73,065, 
equivalent to 11.8 per cent., against 16.4 per cent. In com- 
parison with the depression years of 1930-32, these are not 
unsatisfactory results. The balance sheet reflects a further 
expansion in the Trust’s interests, for investments stand at 
£789,423, against £778,450, despite the provision _of 
£65,000 for investment depreciation. The latter allocation 
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is a mark of conservative finance, for while interests have 
been written down to market values where the book costs 
were higher, in the aggregate market values are still much 
the larger. The chief new acquisition is a holding in 
Ariston Gold Mines, while a further interest in South 
African Land and Exploration has been purchased. In the 
current year it would be optimistic to expect that profits 
from share dealings will be restored to normal, but some 
improvement in investment income is to be expected, and 
hence there are reasonable prospects of a maintained 10 per 
cent. dividend. The 10s. units now yield £6 19s. 6d. per 
cent. at the current price of 14s. 44d., on that basis. 


* * * 


The Week’s Company Profits.—Our usual table 
of profit and loss accounts on page 501 contains 55 com- 
pany results. These show a reversion to the trend which 
was apparent earlier in the year, of increased total profits 
but reduced net profits. Total profits are 2} per cent. 
higher at £14,460,000 and net profits 123 per cent. lower 
at £5,905,000. This result cannot be attributed entirely 
to increased taxation provision, for the week’s figures in- 
clude a fairly large proportion of electricity companies, 
whose profits have been affected to a minor extent only 
by taxation. Aggregate net profits of 428 companies re- 
porting in 1940 to date are 54 per cent. higher than a year 
ago, at £96,101,000, while net profits of £54,964,000 are 
3 per cent. lower. 


* * * 


Company Meetings of the Week.—In this issue 
reports of company meetings begin on page 487. The 
chairman’s survey at the Hongkong and Shanghai Banking 
Corporation meeting is discussed in a Note on page 475. 
Following the ordinary general meeting, at which an in- 
crease in funds during the year was reported, the First 
National Savings Bank Corporation of Pest held a festival 
commemorating its centenary. At the Scottish Provident 
Institution Mutual Life Assurance meeting, Mr J. Maxtone 
Graham reported that while it had been decided shortly 
after the outbreak of war to discontinue intermediate 
bonus additions, they were now resuming such payments 
at modified rates, with retrospective effect. Addressing 
National Mutual Life Assurance Society members, the 
chairman reported that while the total depreciation on the 
year of securities held was 34 per cent., all had been re- 
covered through the improvement in values since the end 
of 1939. Scottish Life Assurance proprietors were informed 
by Sir John Lorne MacLeod that even at December 31st 
market values of the assets were above book values, and 
had risen further since. In the course of Lord Ashfield’s 
speech, which was read at the Northmet Power meeting, 
concern was expressed with the rising tendency in coal 
prices. Between 1936 and August, 1939, for instance, the 
average price of coal bought had risen by 44 per cent. 
None the less, 1939 results up to the outbreak of war 
had been good. Mr George Balfour pointed out to 
Scottish Power Company stockholders that although the 
company operated several steam generating stations in 
addition to the hydro-electric plant, it had not been found 
necessary to withdraw the tariff reductions made in the 
second quarter of 1939. After discussing the adverse 
effects of war on their trading in London, Sir Woodman 
Burbidge reported to Harrods Limited members that net 
profits from the Manchester branch had increased satis- 
factorily. The Hon. W. B. L. Barrington, at the London 
and Lomond Investment Trust meeting, remarked that 
while a similar increase could not be assumed in 1940, the 
dividend had been raised 4 per cent. each year since the 
company’s formation. At the Anglo-French Exploration 
Company meeting, Mr F. A. Robinson expressed satisfac- 
tion with the maintenance of returns on the company’s 
investments. Lord Luke explained at the Bovril meeting 
that Government contracts were now accepted on a cost 
basis, and the profit margin allowed was very small. 
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London 
Note: all dealings are for cash 


THE market’s behaviour this week has 
not provided an impressive background 
for the £300 millions War Loan for 
which the lists were open on Tuesday 
and Wednesday. The news of the 
peace terms imposed upon Finland 
provided an adverse psychological 
pointer, when the market was prob- 
ably already ripe for some reaction, 
after the advances of recent weeks and 
preparation for the War Loan. 
Gilt-edged found some support early 
in the week on the expectation that the 
War Loan would be over-subscribed, 
but on Wednesday and Thursday the 
atmosphere was rather depressed and 
the long-dated issues were particularly 
affected. On Thursday War Loan 
closed at 99, having been down to 
981%, and as high as 993 on Tuesday. 
In the foreign bond market Brazilian 
issues rose on the publication of the 
debt scheme (discussed on page 470), 
but except for the 20-year funding 
issue, which benefits from the sinking 
fund arrangements, the list reacted in 
mid-week. Home rail stocks showed 
further recovery early in the week, 
Great Western in particular leading 
the advance. But Wednesday’s setback 
caught this section of the market as 
severely as any, and falls were general 
in the marginal stocks and also among 
the prior charges. Canadian Pacific 
stocks reacted on the absence of any 
explanation of the dividend decision in 
the preliminary profits announcement. 
Owing mainly to news from Fin- 
land, and also because attention was 
turned to the new War Loan, the in- 
dustrial market was dull. On the whole 
prices moved within narrow limits, 
there being a slight sagging tendency 
taking the week as a whole. The tone 
was particularly subdued in mid-week 
on consideration of the terms of peace 
in Finland. Iron and steel shares were 
relatively firm, if uninteresting, and 
some of the leaders hardened. Vickers 
were strong at first, but fell to 19s. 74d. 
on the dividend announcement. The 
coal group lacked special features. 
There was occasional support for 
electrical equipment issues, though 
there were some marked recessions on 
Wednesday in certain companies whose 
results disappointed the market. 
Among electricity supply shares, in- 
terest was sustained in Victoria Falls 
Power. Motor and aviation shares made 
a mixed showing, with a little demand 
for the “ heavies.” In the textile group, 
attention was restricted to a few indi- 
vidual companies, such as Lancashire 
Cotton and Kelsall and Kemp. Rayon 
shares varied from day to day. Some 
improvement on Tuesday was suc- 
ceeded by small losses as sentiment 
became heavier in mid-week. Brewery 
issues receded with some persistence, 
and tobacco shares were also depressed. 
In the stores section, Woolworth im- 
proved moderately on the decision to 
remove the 6d. selling price limit. 
Otherwise stores shares were lower for 
Choice. In the miscellaneous group, 
London Brick became steadier after an 
initial setback on the poor results. 
Swedish industrials rallied on the Fin- 
nish settlement. 
Oil shares were dull from sheer in- 
activity. Small scattered sales and 
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absence of buying brought fractional 
declines in the leading issues in the 
earlier part of the week. Shell, how- 
ever, were scarcely changed. Weakness 
in the commodity price discouraged 
buyers of rubber shares, and a small 
volume of selling caused trifling but 
widespread reductions in prices. 

No new trend emerged in the mining 
market, where there was a poor level 
of activity and irregular and mixed 
price movements. Kaffirs began rather 
weakly, the general listlessness of the 
markets being aggravated by considera- 
tion of Mr Pirow’s speech. While the 
dividend-payers were not exempt, de- 
clines were more marked among the 
developing mines. There was some re- 
covery on Tuesday, largely prompted 
by the Rand native labour returns. 
After that movements were rather 
mixed, and the tone restrained. After 
a fairly good beginning, West Africans 
receded slightly, from lack of interest. 
Though they gave way slightly before 
Wednesday’s dullness, § Rhodesian 
copper issues were firm if inactive. 























Among tin shares, demand was 
selective. 
* FINANCIAL NEWS” 
____ INDICATORS —_—_C_| 
Security Indices 
Corres. nema 
1940 |, Total Da 
| Sage 1939 | 30 ord. | 20 fixed 
| shares* | int. 
Mar. 8... | 5,031 9,410 | 79:9 | 125-8 
» ll. | 6,545 9,375 | 79-6 125-9 
» 12..| 5,031 8,215 | 79:6 126-0 
»» 13.0 | 4,662 7,800 | 79:3 125-7 
» 14../ 3,939 9,160 | 78-6 125-5 
1940 | 
High...... ae ‘ea 80:6 | 126-1 
\ Feb. 29| Feb. 1 
Low... Bia aaa i 74-1 117-6 
\ Jan. 17 Fan. 2 
| 
+ Approx. total recorded in S.B. List. * July }, 
1935 = 100. +1938 = 100. 


New York 


SOME attempt to cast off the quiet 
trading conditions which have recently 
becalmed the New York market was 
witnessed on Tuesday, when turnover 
rose to 880,000 shares and the Dow 
Jones industrial average rose at one 
time by a point. These gains, however, 
had little foundation and the Russo- 
Finnish peace agreement dejected Wall 
Street no less than other world mar- 
kets. The recession theorists in these 
circumstances have an easy row to hoe 
and their conclusions appear to be 
supported by the fact that Iron Age’s 
estimate of steel activity is unchanged 
at 634 per cent. of capacity, a rate 
which it may be difficult to maintain 
in coming weeks. 

By courtesy of the Standard Statistics 
Company, Inc., of New York, we print 
the following index figures of American 





























values calculated on closing prices 
(1926 = 100). 
sina WEEKLY AVERAGES , 
| 1940 | 
——--——| Feb. | Feb. | Mar 
Low | 21, | 28 | 7, 
Jan. | Jan. | 1940 | 1940 | 1940 
31 | 
347 Ind’ls ... (105-8 {111-4 |108-3 | 106-8|108-0 
Rails ...... -3 | 30-7 | 28-9 | 28-8| 29-3 
40 Utilities .. | 87-3 | 89-4 | 87-9 | 87-0] 86-7 
Av. yicld® 7. 14°38 %14-30%14-51 %)4-38% 14-53% 
v. woe [4° . -51%\4- . 
High | Low ] : 





~ * 50 Common Stocks. 
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DalLy AVERAGE OF 50 AMERICAN 
CoMMOoN Stocks (1926 = 100) 





Feb, 29| Mar. 1| Mar.2| Mar. 4| Mar. 5| Mar. 6 
Je eee A 8 ee 


117-5 | 116-9 | 117-4 | 117-6 | 118-2 | 119-0 


1940 High: 123-7 January 3rd. Low: 116-3 
January 31st. 


ToTaL DEALINGS IN NEw YorK 








| Stock Exchange 
1940 
Shares Bonds 
| 000’s $000’s 
March D citninessane 690 6,320 
je OD Siitiscecis 750 6,700 
0 © camececcees 330 3,91 
ne BIE casks 590 6,190 
2 > PN | 880 7,500 
WD sssssrvrrere | 630 | —5,980 
New York Prices 
Close Latest Close Latest 
Mar. Mar. Mar. Mar. 
7, 14 7, 14, 
1940 1940 1940 1940 
1. Rails and Shell Union . 1033 105g 
Transport Socony Vac... 1llg 111g 
Atchison ...... 2314 2234|Stan. Oil Cal. 237g 2334 
Balt. & Ohio. 51g 5 /|Stan. Oil N.J. 4334 441 
Ches. & Ohio 397gx 3912/Texas ......... 443g 4533 


Illinois Gent. 1113 10% 
ois t.. 4 8 
N.Y, Central. 1655. 1615 oe — 
0 ern Pac. 4 G | ZIIBES..--eeeee 4 
Pennsylv, R. 2289 2255 Chrysler ...... 863g 86l1o 
outhern Pac, 8 4 ; : 
Southern Rly. 1673 1614|Boeing Airpin 2312 23 
Union Pac..... 845g 95 |Douglas Air. 8373 8175 
United Aircft. 48 4734 
2. Utilities and Allied Chem.. 175x 1773 
Communications {Dupont ...... 1861, 186 
Am. W’works. 91g Gen. Electric. 385g 387gx 
Con. Edison . 307g 3118|West’hse Elec 113 11214 
Col. Gas & El. 534 _578| American Can 11412 11519 
N. American.. 21 2118/Int. Harvester 5512 5714 
Pac. Gas & El. 337g 335g/Johns Manvie 7114 7214 
Pub Serv N.J. 4078 4112/Corn Prods. . 62 6214 
United Corp.. 2 |jJ.I. Case &Co. 6834 6834 
Un. Gas Imp. 123g 1318/Glidden ...... 1712 1734 
Amer. Tel. ... 1735g 17478| Celanese of A. 2914 297gx 
Inter.Tel.For. 334 a Bastm’n Kdk. 15214 15214 


Westn. Union 2334 2353 eeecees 35 3514 
Radio .......... 55g 534/20th Cen. Fox 1112 1153 
3. Extractive and 
te te - 5. Retail Trade, etc. 
b 4 
Steel ... 78 Mont. Ward.. 5773 5414 


7614 . 
Republic St. 2119 20l2\worhepe: Gait ar! 
Am: Meal w+ 2384 2334/ Am. Toe B.. Bole ase 
es ob. B.. 8912 8912 
= Saeing 501g ns Nat. Distillers 243, 247, 
Cerro de Pas.. 39 3510 6 
Int. Nickel ... 353g 355,| Finance 
- 371g 3612|Comcel. Credit 4614x 4613 
«-- |Com.Inv. Tr. 5312 5434 


Capital Issues 
CAPITAL ISSUE TOTALS 


Week ending Nominal Con- New 
March 16, 1940 Capital versions Money 
To the Public ......... 300,000,000 ... 300,000,000 
To Shareholders ...... 165,150 ... 197,347 
By S.E. Introductjon 100,000 ... 100,000 
By Permission to Deal 214,781 ... 231,757 

Savings Certs., week 

to March 9, 1940... 1,800,000 .. 1,800,000 
3% Defence Bonds 

Exch. receipts, week 

to March 9, 1940... 3,850,000 ... 3,850,000 

Including Excluding 

Year to date — a 
1940 (New Basis) ...... 715,076,661 362,121,528 
1939 (New Basis)......... 30,235,001 30,158,136 
1940 (Old Basis) ......... 711,010,977 358,255,844 
1939 (Old Basis) ......... 18,910,416 18,833,551 

Destination 


(Excluding Conversions) 


Brit. Emp. Foreign 
Year to date U.K. ex U.K. Countries 


£ 
1940 (New Basis) 361,895,482 226,046 Nil 
1939 (New Basis) 21,702,655 8,255,481 200,000 
1940 (Old Basis) 358,255,844 Nil Nil 
1939 (Old Basis) 15,146,195 3,487,356 200,000 


Nature of New Borrowing 
(Excluding Conversions) 
Year to date Deb. Pref. Ord. 


£ £ £ 

1940 (New Basis) 358,212,006 336,677 3,572,845 
1939 (New Basis) 16,210,369 1,400,046 12,547,721 
1940 (Old Basis) 357,680,000 77,500 498,344 
1939 (Old Basis) 13,037,635 712,697 5,083,219 

Note.—“ Old Basis ” includes only public issues 
and issues to shareholders only. ‘“ New Basis ”’ 
includes all new capital in which permission to deal 
has been granted. 


The Motor Industry in War.—The motor manu- 
facturing industry’s chief functions in war are to assist 
the aircraft industry, to provide the vehicles required by 
the Services and to procure foreign exchange through the 
export of private cars and commercial vehicles. The manu- 
facture of private cars—and to a lesser extent that of 
goods vehicles—for the home market has thus become a 
subsidiary function of the industry. In view of the heavy 
calls made on the industry by the Services, it has been 
faced with the necessity of a large-scale redistribution of 
its resources. On the whole, however, the change-over 
from peace to wartime conditions is being effected fairly 
smoothly. For example, the: war does not appear to have 
led to an increase in unemployment, in spite of the drastic 
reduction in the output of vehicles for the home market. 
While separate figures of unemployment in the motor 
manufacturing industry are not available, the proportion 
of insured persons in the motor vehicle, aircraft and cycle 
industries unemployed on January 15th was only 3.8 per 
cent. The demands of the Services upon the motor in- 
dustry are heavy and expanding and a determined export 
drive is essential. According to the export programme 
formulated after the outbreak of war, the industry aims at 
selling abroad in the current year as many commercial 
vehicles as in 1939 and at least 75 per cent. of the number 
of private cars shipped last year. The realisation of this 
programme would involve the shipment of some 51,000 
private cars and 21,000 commercial vehicles, and the 
consumption of about 100,000-110,000 tons of steel. The 
industry is of course anxious to continue production for 
the home market, partly in order to keep costs down; 
new registrations of private cars and commercial vehicles 
last December and January were about 80 and 50 per 
cent., respectively, smaller than in the corresponding 
period a year earlier. On the other hand, there appears to 
be strong official pressure to stop production for this 
market altogether. No final decision has yet been reached; 
while the complete cessation of production for the private 
home market is in many respects undesirable, the issue 
must depend largely on the availability of raw materials. 
But if production for the home market has to be stopped 
for the lack of materials, subsidies will probably be neces- 
sary to the success of the export drive, though a good deal 
could no doubt be done by a reduction in the number 
of models. 


* * * 
The Marketing of Coal.—The original arrange- 
ments made by the Mines Department for the control of 


coal in wartime have been fundamentally changed by an 
Order of the Board of Trade which has only just become 
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effective, but was nominally operative from March Ist. 
These arrangements, it will be recalled, were made in con- 
sultation with the colliery owners and distributors; the 
Secretary for Mines explained in the House of Commons 
on July 17, 1939, that the control of supplies and pithead 
prices would be exercised through the existing coal mar- 
keting schemes. This plan has now been virtually super- 
seded by a regime under which the Mines Department, 
through its local Coal Supply Officers, will assume con- 
trol over supply and distribution. The organised marketing 
machinery created by the industry under the 1930 Coal 
Mines Act and the 1936 Central Selling Schemes has not 
been entirely scrapped, but the Board of Trade has taken 
over its operation. In future no coal owner or Executive 
Board will be able to dispose of coal without the written 
directions of the Coal Supply Officer, with whom will also 
rest the power of determining what qualities, quantities, 
sizes, or grades may be supplied, the uses to which it may 
be put and the consumers, both home and abroad, to whom 
it shall first be offered. No explanation has yet been 
offered for this step except locally and privately by Coal 
Supply Officers to specially convened meetings of colliery 
owners. It is intended to dispense with some of the pro- 
cedure which has hitherto been incidental to co-operation 
with the Executive Boards, but it is felt in the trade that 
the administrative difficulties which in recent months have 
seriously impeded the conduct of the export trade will 
not be removed without a far more effective co-ordination 
of the activities of the Ministry of Shipping, the Ministry 
of Supply, the Export Department of the Board of Trade, 
and other authorities concerned with the coal trade, than 
has hitherto existed. 


* * * 


Anglo-French Industrial Collaboration. — Last 
week’s discussions between members of the Federation of 
British Industries and of the Confédération Générale du 
Patronat Francais yielded agreement on the broad lines of 
future collaboration between British and French industries. 
As a matter of general policy the delegates agreed that 
their organisations should foster the trade between the two 
countries and restrict imports from other countries so far 
as possible, that they should secure the elimination of com- 
petition for materials which have to be purchased else- 
where, and that they should assist each other in main- 
taining existing markets and in developing export trade. 
A permanent Anglo-French Industrial Council is to be 
constituted to implement this policy. Its first task will be 
to investigate the extent to which individual industries in 
France and the United Kingdom can enter into negotia- 
tions on matters of common interest and to arrange for 
discussions. More could scarcely have been expected at this 
stage. The delegates also agreed that, in order to enable 
the consumer to obtain better and cheaper products and 
the manufacturer to keep his workers employed, the com- 
mon objective in post-war economic policy must be the 
rapid re-establishment and expansion of international 
trade. This result, they believe, can be achieved better by 
co-operation between industrial groups than by unrestricted 
competition. And since a fuller exchange of commodities, 
in their view, is the only solid basis of enduring peace, the 
two organisations expressed their desire of securing the 
adherence of other countries willing to accept the prin- 
ciples and obligations involved in this policy. 


* * * 


Oil Refining in Britain.—The technique of crude 
oil refining has made rapid progress in recent years. A 
modern refinery can treat almost any variety of crude oil 
and can produce finished products of the quality and in 
the proportions required for any particular market. Refin- 
ing losses, moreover, have been reduced to negligible pro- 
portions, for a modern refinery can produce up to 97 
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gallons of finished products from 100 gallons of crude oil. 
This partly explains the tendency of many countries to 
import an increasing proportion of their oil requirements 
in the form of crude petroleum. In France, for example, 
the proportion of the total intake of oil imported in the 
crude stage rose from 5.6 per cent. in 1929 to 85.8 per 
cent. in 1938 and in Italy it increased from 4.6 to 57.6 
per cent. These developments have led Dr Kind (manag- 
ing director of Manchester Oil Refinery, Limited) to sug- 
gest at a recent meeting of the Fuel Luncheon Club that 
some of the objections to an increase in domestic refining 
raised in the report of the Falmouth Sub-Committee on Oil 
from Coal (published in February, 1938) are no longer 
valid, and that the extension of the industry in this coun- 
try should be encouraged. In contrast to France, the United 
Kingdom still imports the bulk of its oil requirements in 
the form of finished products; in 1938 only 18 per cent. 
of the total intake consisted of crude oil. And, as the 








U.K. IMPORTS OF CRUDE AND REFINED OIL IN, 1938 

















Million Thousand Percentage of 
. gallons £’s Total Value 
Foreign Countries : 
Dutch West Indiest ... 1,076 14,640 31-8 
enezuela .............56 138 1,135 2°5 
MIME asinksiudesaniasion 562 10,539 22:9 
ME Sins ducktccedssesccse 627 8,242 17-9 
MED cadets ccsassacosaness 142 1,278 2:8 
Roumania ..............- 93 1,296 2:8 
MI een ciceeseccces 80 1,319 2:9 
BOD oi cca seescesesses 65 897 1:9 
Other countries ...... 173 3,017 6°5 
MEE ivctccssecciacves 2,956 42,363 92-0 
British Empire : 
British West Indies ... 208 3,030 6°6 
Other countries......... 44 643 1-4 
ND Shidascdaccswuiwes 252 3,673 8-0 
All Countries...........000 3,208 46,036 100-0 


t Consists almost exclusively of Venezuelan oil refined in 
Dutch West Indies. 


-———— rome 


accompanying table shows, only 8 per cent. (by value) of 
the United Kingdom’s imports were derived from the 
Empire in 1938. Since the average import prices of crude 
oil and refined products in that year were about {2 6s. 
per ton (2.2d. per gallon) and £4 6s. per ton (3.7d. per 
gallon) respectively, Dr Kind calculates that for every ton 
of crude oil refined in this country there would be a sav- 
ing of nearly £2 on the basis of 1938 prices and a con- 
siderably bigger saving on current prices. On the assump- 
tion that the cost of constructing and operating modern 
refineries in this country is not materially higher than 
elsewhere (and there are no reasons why it should be 
higher) there is a good deal to be said for Dr Kind’s sug- 
gestion. Apart from the saving in foreign exchange, an 
expansion of the United Kingdom’s refining capacity would 
bring many advantages and, since the world’s capacity is 
not excessive, would not necessitate a reduction elsewhere. 
As in the United States, it would provide the basis for a 
new and important branch of the chemical industry utilis- 
ing the by-products of refining for the production of high- 
quality aviation spirit, toluene, glycerine, solvents for 
varnish, sulphur products, artificial resin, plastics and in- 
sulating materials, and many other commodities. Dr Kind’s 
suggestions would seem to deserve careful consideration. 


* * * 


Neutral Shipping.—The attacks made by German 
submarines and aeroplanes on neutral shipping are openly 
designed to disrupt the trade of neutrals with this country. 
So far the losses have not been sufficient to deter the 
European neutrals from a trade which is essential to their 
own economies and to the employment of their merchant 
fleets. In 1938 some 42 million tons (net) of foreign ship- 
ping entered British ports, of which no less than 20.4 
million tons belonged to six European neutrals—Finland, 
Sweden, Norway, Denmark, Holland and Belgium. The 
following table of ships (with cargo or in ballast) entered 
at ports in the United Kingdom in 1938 is taken from the 
Annual Statement of Navigation and Shipping. 
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SHIPS ENTERED AT U.K. Ports 


From Northern 
European (Foreign) 
Ports From All Areas 
No. 7000 tons No. 000 tons 
Total British.......... 6,944 5,945 36,039 49,976 
Total Foreign ...... 16,080 12,843 34,087 41,904 
of which 
Finnish ........... 1,098 1,111 1,375 1,459 
Swedish ......... 2,038 1,800 3,639 * 2,876 
Norwegian........ 1,701 1,735 4,258 5,747 
Danish ............ 1,599 1,401 4,666 3,048 
Dt ....ccccccee 5,570 1,704 7,283 5,615 
Belgian _......... 1,585 1,287 2,588 1,699 
Total 6 countries... 13,591 9,038 23,809 20,444 


Dutch ships, which bulk so large in number in this table, 
are mainly small motor vessels engaged in cross-Channel 
trade with East Coast ports, and they have in the past 
carried much of the British coastal traffic; this trade is not 
included in the above table, which deals only with foreign 
trade. But of the foreign vessels cleared from Northern 
European ports over 80 per cent. in number and 70 per 
cent. in net tonnage belonged to these six neutral 
countries. 


* * * 


Paper Rationing.—Last autumn the consumption 
of paper was severely restricted, first, by a general increase 
in prices and, secondly, by a direct restriction on deliveries. 
For the period from March to June, 1940, deliveries of 
paper from the manufacturers were to be restricted to 
60 per cent. of the quantities delivered to each customer 
in the corresponding period of 1939; deliveries to Govern- 
ment departments and for export were alone unlimited. 
The Paper Control has now found it possible to relax these 
restrictions; licences may be made available for deliveries 
of paper in excess of the 60 per cent. of last year’s amounts 
for purposes which the Controller regards as desirable. 
Among such purposes are listed educational supplies, the 
packing of exported goods, medical equipment and supplies, 
cheques and banknotes, transport tickets, the manufacture 
of cigarettes, and newspapers and books. The Controller 
emphasises that strict economy is still necessary in the use 
of paper, since its raw material has to be largely imported; 
but these minor alterations in the supply control will no 
doubt be welcomed by the trades concerned. 


* * * 
Expanding Aluminium Output.—The Ministry of 
Supply has now agreed to a bulk purchase of aluminium, 
on the same lines as its purchases of other metals. The 


Ministry will buy at the latest pre-war prices the whole 
output of the British Aluminium Company for 1940 and 
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that of the Aluminium Company of Canada for 1940 and 
1941. It was also stated that the Ministry will co-operate 
with these two companies in developing still further their 
productive capacity. The present output of the British Alu- 
minium Company is about 35,000 tons per annum and that 
of the Canadian concern about 70,000 tons; this is con- 
siderably in excess of the highest British consumption 
before the war. There will, of course, be a very con- 
siderable expansion in demand for aluminium during 
the war, and an increasing proportion of the Canadian out- 
put will be required for the Canadian output of aeroplanes. 
But virtually all producing countries are increasing their 
output, and, in spite of the great future of aluminium in 
civilian industries, these expansions in production may 
create a serious problem of excess capacity for the post- 
war world. 


* * * 


Copper in the Empire.—In 1913, Australia and 
Canada, then the major copper producers in the Empire, 
together produced slightly more than 80,000 tons of 
copper. To-day, Rhodesia and Canada alone produce some 
600,000 tons a year, and their output is still expanding. 
Some minor Canadian workings are being reconditioned, 
and in Northern Rhodesia the N’Changa deposits are being 
exploited with great energy. This, the largest and richest 
of the Rhodesian copper deposits, is estimated to contain 
about 130 million tons of ore, with an average copper con- 
tent of 4.7 per cent. In Cyprus, where copper has been 
produced since pre-historic days, output has been raised 
from about 5,000 tons a year in the decade 1924-34 to 
more than 30,000 tons in 1939; an output of 40,000 tons 
is expected for 1940. South African production has been 
running at about 10,000 tons a year, but further prospect- 
ing and development is in progress. Finally, the Austra- 
lian output will be stimulated by the increase in the domes- 
tic price to £A76 per ton. Production, which reached 
45,000 tons in 1913, fell heavily with the post-war fall in 
prices, since the Australian costs of production are high. 
The known Australian deposits contain at least 300,000 
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tons of copper, and output will certainly exceed the 20,000 
tons produced in recent years. The combined result of the 
Empire’s efforts will therefore provide a very considerable 
increase in copper production, which will be available 
for sale to neutrals, since the British supply is already 
sufficiently large to cover all the Allies’ needs. 


* * * 






Trend of Wholesale Prices.—The general level of 
wholesale prices in this country and in the United States 
has shown very little change since the end of January, 
but during the past fortnight the trend has been slightly 
downwards in both countries. Thus, Moody’s index of the 


WHOLESALE PRICES IN U.K. AND U.S.A. 





























(1927= 100) 
ctltimitee ania 2 0 Joss see p 
Feb. | Mar.| Mar.| Aug. | Jan. | Reb. | Feb. | Mar. 
15, | 1, | 15, | 30, | 30, | 13, | 27, | 12, 
1939 | 1959 | 1939 | 1939 1940 1940 | 1940 1940 
— ———— 
ene | 
Cereals and meat | 68-3 | 68-5 | 68-4 66-9 | 93-7 | 87:1 , 87:2 86°5 
Other foods ... | 59°5 | 59-9 | 59-6 | 61-1 | 79-7 | 81-5 | 81:5 | 81-0 
Textiles ......... 52-7 | 53-5 | 53-8 | 54:3 | 77:1 | 76-7 | 765 82:1 
Minerals °........ 90-4 | 90-7 | 91-5 | 95-4 110-9 [114-5 1115-0 115-1 
Miscellaneous ... | 74-4 | 74-6 | 74-7 | 77-6 , 98-1 (101-0 100-8 | 99-7 
Complete Index | 68-5 | 68-9 | 69-1 | 70:3 91-9 91-9 91-9 92-6 
1913 = 100......... | 94-3 | 94-9 | 95-2 | 96-8 126-5 126-5 126-5 127-5 
irving- Fisher In- | | | | 
dex S.A. | 
1927 = 100......... 84-6 84-9 | 84-8 83-4 90-6) 90-2" 





~ ®This figure refers to February 3rd. 


prices of sensitive commodities in the United States 
(December 31, 1931=100) declined from 159.0 on Feb- 
ruary 27th to 158.3 on March 13th. The rise in The 
Economist index is due almost entirely to the sharp in- 
crease in the prices at which the Wool Control issues wool 
for the home market; the group indices for cereals and 
meat, other foods and miscellaneous commodities are all 
lower than a fortnight ago. 


INDUSTRIAL REPORTS 


Coal 


BoTH the volume of shipping tonnage 
and railway transport available for coal 
has continued to improve, and col- 
lieries in most districts are very busy. 
There is still some scarcity, and the 
more important users are obtaining 
their supplies at the expense of others. 


Sheffield:—Demand in all sections 
is fully maintained, and inland trade 
absorbs the bulk of the output. Indus- 
trial requirements are being fairly well 
met, although wagon-pooling arrange- 
ments are still hampering deliveries. 
Household business shows little sign 
of easing. Coke supplies fall short of 
demand. There are plenty of inquiries 
in the export market, but business is 
not easy to arrange. 


Glasgow.—There is still pressure 
for coal supplies, and although outputs 
have been fully maintained, the col- 
lieries have found it impossible to 
accept all the business offered. Exports 
have been chiefly affected, although 
there are now signs of an improve- 
ment. Industrial demands show no fall- 
ing off, but public utility and domestic 
business has tended to ease. 

Newcastle - on - Tyne.—Tonnage 
arrivals have improved, and inland rail- 
way facilities are now adequate, so that 
the market presents a strong position 
for all classes of fuel, little of which can 
be obtained before Easter. Northumber- 
land steam collieries are clearing pro- 
duction without difficulty, whilst in 
Durham all grades are in demand, both 




































from consumers at home and abroad. 
Patent oven coke retains the firm posi- 
tion that has been ruling for some 
months. 


Cardiff.—Shipments at the South 
Wales docks last week showed a slight 
improvement and were also greater than 
those in the corresponding week last 
year. Supplies, however, fall far short 
of requirements. Under a new Order 
issued by the Board of Trade the local 
Coal Supply Officer has been placed 
in complete control of sale and distri- 
bution, and one effect has been the re- 
striction of small steam grades to one- 
third of the quantities shipped as 
bunkers by foreign-going vessels. The 
allocation of supplies has become more 
rigorous also in other directions, both 
for export and inland consumption. 
The problem of increased production 
is under consideration. 


Iron and Steel 


THE increase in the prices of iron and 
steel scrap has not yet brought out 
much additional material, though 
manufacturers are still hoping that an 
improvement ia supplies will result. 
Steel manufacturers in all districts are 
as busy as raw material supplies will 
allow. 


Sheffield.—There is little difficulty 
in securing adequate deliveries of pig- 
iron. Basic material is fully absorbed, 
and the expansion of output barely 
meets requirements, but the shortage 
of steel billets is less pronounced. 


The demand for steel and steel pro- 
ducts is reaching a record level. There 
is a particularly heavy call for alloy 
and special steels, while the acid- 
carbon steel demand is such that orders 
placed now are unlikely to be delivered 
for several months. The tool trades are 
fully employed, and the heavy seasonal 
demand for agricultural and garden 
implements is bringing much work. 


Glasgow. — Supplies of Contin- 
ental semis, although showing some 
improvement of late, are still not com- 
ing forward in sufficient quantity to 
meet the needs of the re-rolling in- 
dustries and one hears doubts expressed 
in various quarters as to the ability to 
maintain output at the present high 
levels if increased supplies are not 
soon available. Scottish bar iron makers 
are still unable to obtain adequate 
supplies of wrought iron scrap, but 
seem hopeful of an early improvement. 


Cardiff. — The release of inland 
supplies of scrap, and the arrival of 
a few foreign cargoes, have led to an 
increase in the local output of steel, 
and production in the tinplate indus- 
try has recovered to 72.52 per cent. of 
capacity compared with 66.28 per cent. 
the previous week, and 56.13 per cent. 
in the corresponding week last year. 
New inquiries have not been quite as 
active as they were last week, though 
contract commitments are very heavy. 
There is a steady demand for sheets, 
and the heavier branches of the indus- 
try are very busy. 


(Continued on page 495) 
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THE HONGKONG AND 
CORPORATION 


(Incorporated in the Colony of Hongkong. 


SHANGHAI BANKING 


The Liability of Members is limited to the extent and in manner 


prescribed by Ordinance No. 6 of 1929 of the Colony) 


BOARD’S DIVIDEND DECISION: NEED FOR CONSERVATIVE POLICY 


BALANCE SHEET STRENGTH MAINTAINED 


FAR EASTERN CONDITIONS: CHINA’S DEVELOPMENT OF NEW TRADE OUTLETS 


REMARKABLE VOLUME OF INCOMING AND OUTGOING GOODS 


POSITION OF CHINESE GOVERNMENT’S FOREIGN LOANS 


HON. A. 


The ordinary yearly general meeting of the shareholders of The 
Hongkong and Shanghai Banking Corporation was held in Hong- 
kong on February 28th last. 

The Hon. Mr A. L. Shields presided. 

The Chief Manager read the notice convening the meeting. 

The Chairman said:—Ladies and gentlemen, the report and 
statement of accounts having been in your hands for the required 
period I will, with your permission, take them as read. 


PROFIT AND DIVIDEND 


After making full provision for all known losses and contingen- 
cies and after writing down inyestments, the net profits for the 
year amount to $13,353,965.48, to which must be added 
$3,400,634.26 brought forward from last year. 

The interim dividend of £400,000 paid at 1s. 23d. and directors’ 
remuneration has to be deducted. There then remains available for 
distribution $10,165,111.06, which it is proposed to allocate as 
follows: — 


To pay a final dividend of £2 10s. per share $ 
(subject to the deduction of income tax) 6,453,781.51 


Transfer to bank premises account 300,000.00 
Carry forward to new account ... 3,411,329.55 
$10,165,111.06 


The figures of our balance sheet have been converted at the rate 
of 1s. 2%d. per dollar. 

Your directors regret that it has been necessary to recommend a 
reduction in the final dividend by 10s. this year, but I am sure you 
will realise that the heavy decline in the value of Shanghai 
dollar necessarily means a decline in the Hongkong dollar value of 
investments which such an institution as the bank must have in 
Shanghai. I am glad to say that this loss has been met out of the 
year’s earnings so that the resources of the bank have not been 
impaired. I trust you will approve of this action which is, I think, 
the only sound policy. 


CHANGES IN THE BALANCE SHEET 


With regard to our balance sheet, there have been sundry changes, 
the principal ones being a reduction in our notes in circulation in 
excess of our authorised issue by 15 million dollars, which is offset 
by a similar reduction in our holding of Government Certificates 
of Indebtedness. Current accounts are lower by some 33 million 
dollars, but on the other hand bills payable are higher by about 
18 million dollars. On the other side of the book cash is lower by 
19 million dollars and securities by 29 million dollars, against which 
bills receivable have increased by about 35 million dollars. 

In 1938 your chairman warned shareholders that conditions in 
the Far East were more serious than they had ever been in the 
history of the bank. Last year your chairman noted how precarious 
and changeable the outlook must inevitably be whilst China and 





L. SHIELDS’S REVIEW OF YEAR’S OPERATIONS 


Japan remained antagonistic. Now we find ourselves in the third 
year of this Sino-Japanese conflict, which has been taking place on 
our very doorsteps and the end of which is not yet in sight. On top 
of this our own country is involved in a war which may prove to 
be the most serious in its long history. Considering this state of 
affairs, as well as our proposal to reduce the final dividend, share- 
holders would have justification for expecting a gloomy report from 
their board of directors. But as a matter of fact the strength of our 
balance sheet is only too apparent. It*‘is the political outlook that 
is depressing. 


BRANCHES IN TREATY PORTS 


I would remind you that several of our branches such as Hankow, 
Canton, Foochow and Swatow are in treaty ports, which are virtu- 
ally closed to trade. From Hankow we, of course, have no informa- 
tion; but the British members of the staff got home safely. Other 
branches are in places where trade is greatly handicapped by politi- 
cal difficulties, currency experiments and trade controls. Yet we 
have weathered the Far Eastern war for two and a half years with- 
out suffering any severe effects. 

In spite of dislocations at some ports and the closure of certain 
channels, new outlets have developed, and the general rise in the 
prices of commodities produced in the countries where we operate 
has caused a welcome improvement in recent months. Stock mar- 
kets in the important centres out East have also responded; this, 
too, has been decidedly helpful, although we are anxious that such 
rises should not be overdone. 


CHINESE GOVERNMENT FOREIGN LOANS 


I do not propose this year to refer to political events in the Far 
East, except in so far as they affect certain topics with which we are 
particularly concerned. One of these topics relates to the Chinese 
Government foreign loans, in floating many of which we took a 
leading part. During the past year these loans, as I am afraid some 
of you are painfully aware, have gone into complete default for 
reasons beyond the control of the Chinese Government. The meas- 
ures taken last spring to set up a currency stabilisation fund led to 
hopes that it would be possible for the Government to come to a 
temporary arrangement whereby during the period of hostilities the 
transfer of funds abroad for the service of the Customs and Salt 
secured loans would continue to be possible, even though at a re- 
duced rate. Negotiations were, in fact, initiated by the Minister of 
Finance, and discussions took place with the Chinese Bondholders’ 
Committee in London. 

A question which was raised at that time in the home Press was 
that of the prior rights of certain loans. It was strongly represented, 
and quite justifiably in our opinion, that under the terms of their 
contracts the various loans had claims on Customs, or Salt Revenues, 
or both, ranking in order of date, and that this distinction should 
therefore be recognised as a matter of principle. 
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DEBT SERVICE INTERRUPTION A TEMPORARY MEASURE 


Unfortunately, before a final decision was reached the difficulties 
which arose in the Shanghai exchange market forced the Minister 
of Finance to suspend action. He made it clear, however, that the 
interruption of the debt service was only a temporary measure, and 
that the Chinese Government had every intention of resuming the 
full service of their obligations at the earliest possible moment. As 
a gesture of good faith, estimated quotas of the shares due from 
Customs and Salt offices, which still remain under the direct admini- 
stration of the Government, have throughout the past year been 
regularly set aside in the Central Bank of China in national currency 
reckoned at the official rate of 1s. 23d. 

The total revenue collected by the Chinese Maritime Customs 
Administration amounted to 331 million dollars in the year 1939. 
But, in fact, roughly 83 per cent. of this revenue was collected in 
ports under Japanese control, and we estimate that at the end of the 
year some 380 million dollars of Customs funds should have been 
lying in the Yokohama Specie Bank awaiting the outcome of the 
Sino-Japanese conflict. It is clear, therefore, that responsibility 
for failure to meet the service of the Customs loans does not for the 
time being rest on the Chinese Government. 


CUSTOMS FOREIGN TRADE [FIGURES 


The Customs foreign trade figures for 1939 must again be inter- 
preted with great caution owing to the fact that their method of pre- 
sentation, the fluctuating exchange rates, trade controls, and other 
complications make comparisons very unreliable. However, an 
examination of these figures makes it clear that, compared with any 
of the last three years, import values increased appreciably (and this 
omits war munitions), whilst export values were lower. 

The growth in the adverse balance of trade, which was particularly 
pronounced in the first half of the year, caused a strain which fell 
almost entirely on the Shanghai exchange market. This was so, 
because trade through the Chinese-controlled ports was kept fairly 
well balanced by the measures of restriction adopted by the Chinese 
Government, but in North and Central China conditions were such, 
as I will show later, as to encourage a demand for goods while 
exports suffered from the situation prevailing in the hinterland. 
Later on in the year the fall in exchange checked the import demand, 
and the rise in prices consequent on the European war resulted in an 
improvement in the export position. 


FLOW OF TRADE 


In connection with the movement of trade, what stands out above 
everything else is the fact that in spite of transportation difficulties, 
military interference, and other hindrances, goods continue to flow 
inwards and outwards in an astonishing volume considering the cir- 
cumstances. So long as crops are grown and essential manufactured 
goods are available, so long will they keep moving in China. The 
sheer persistence and enterprise of individuals have been responsible 
for much of this, but the Chinese Government have themselves taken 
a very active part in fostering the outflow of exports. Naturally 
the Government’s difficulties are now greater than ever before as a 
result of the loss of Nanning and bombing of the Yunnan Railway. 

Shanghai merchants, both Chinese and foreign, have also played 
a prominent part in keeping the wheels of trade moving, and last year 
they managed to overcome many of the obstructions which existed 
in 1938. A remarkable fact is that the tonnage of vessels which 
cleared from Shanghai for foreign countries was in 1939 only 6 per 
cent. lower than in 1936, the last normal year, and the port of 
Shanghai thus shows that it will in due course have no difficulty 
in recovering its position as one of the first half-dozen ports in 
the world. 


GROWTH OF INDUSTRIAL ACTIVITY 


Of great importance too was the manner in which last year 
Shanghai re-established itself as the main manufacturing and supply 
depot for such parts of the interior as can be reached (and these are 
many), for coastal ports and for countries farther afield. A clear in- 
dication of the growth of this industrial activity is seen in the con- 
sumption of electricity supplied by the Shanghai Power Company, 
which at the end of the year approached the record output. This 
was in spite of the fact that Chinese factory owners still left un- 
occupied and unworked important plants in the northern and eastern 
parts of the Settlement. 
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While there is a strong undercurrent of optimism in commercial 
and industrial circles in Shanghai, we must emphasise that so long 
as the administrative problems of Greater Shanghai are unsettled 
there will be reasons for dissatisfaction about the situation there. A 
welcome first step has recently been taken to tide over the present 
indeterminate period, but much remains to be done. 


NOTE CIRCULATION 


About the financial situation of the Chinese Government I cannot 
say any more than your chairman could last year. Recent official 
figures show that the note issues of the four Government banks 
have increased about 1,300 million dollars in the past eighteen 
months. Considering, amongst other reasons, the difficulties of com- 
munications, the lower purchasing power of the dollar, and the dis- 
organisation of the banking system in many parts of the interior, this 
increase is not regarded as excessive. A great deal of valuable agri- 
cultural and industrial development is taking place in West China, 
which also necessitates an expansion of the note circulation. 

Notwithstanding the establishment of the Chinese Currency 
Stabilisation Fund last April, there arose throughout the year so 
many adverse circumstances that it is remarkable how well China’s 
currency stood the strain. The unsatisfactory situation in regard 
to the Federal Reserve Bank note issue in North China further 
deteriorated after March 10th, when the use of Chinese legal tender 
notes was Officially banned by the Provisional Government at Peking. 
This enhanced a tendency to seek safety in commodities or foreign 
currencies. 


THE HUA HSING BANK 


In May came the inauguration in Central China of the Hua Hsing 
Bank armed with authority to make another new issue of notes. 
These actions were in themselves sufficient to undermine confidence. 
Moreover, to the existing keen merchant requirements for exchange 
to cover imports, as already mentioned, was added further pressure 
in the early summer by an even more vigorous demand for import 
goods, and particularly for raw cotton. This was in turn followed, 
as so often happens, by rumours and speculative demands for 
exchange. As a result the rate could not be held at the higher levels. 
Eventually, after falling as low as 3§d., the outbreak of the Euro- 
pean war brought a revulsion of feeling and, with a better export 
outlook, the end of the year showed a steadier trend. The existence 
of the Stabilisation Fund remains a powerful factor in the back- 
ground, and there is every reason to expect that it will serve its 


purpose. 
POSITION IN HONGKONG 


As regards Hongkong, your chairman last year said that the 
currency and finances of the Colony were sound and that we looked 
forward to the future with confidence. Taking all things into 
consideration, our confidence has been fully justified—trade has kept 
up and our local companies have done well despite many anxieties; 
Government revenue has been maintained in a wonderful manner, 
and the Colony’s currency is as sound and solid as ever. 

There are, however, certain aspects of the financial situation of 
the Colony which give rise to uneasiness. In the past three years 
expenditure has increased by no less than one-third. It is true that 
there have been some special reasons which partly account for this, 
and fortunately revenue has kept pace with the additional expendi- 
ture. But the outbreak of the war with Germany has brought about 
a change in the situation. 

It has been necessary to impose vexatious wartime restrictions, 
duties have been increased, and new taxation is envisaged in order 
to enable Hongkong to bear its share of the war burden of the 
Empire. As a consequence the ordinary revenue of the Colony may 
be indirectly affected before very long. But apart from essential 
expenditure for defence purposes the Colony has been spending, and 
is proposing to spend, considerable sums on unproductive measures 
which entail continuously increasing overheads, including provision 
for new salaries and pensions, lasting for many years. 

Once such commitments are made it is exceedingly difficult to 
prune them down, so I believe that most of us concur with the 
remarks of the War Revenue Committee about the continuous rise 
in the cost of Government and support their recommendation that 
an official investigation should be held to ascertain whether 
economies cannot be effected. 
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BUSINESS IN JAPAN 


There was little change in the scope of our business in Japan 
during 1939. A considerable expansion took place in the values of 
foreign trade, and exports to what the Japanese call the yen-bloc 
countries were exceptionally high—that is to China, Manchoukuo, 
and the Kwantung Leased Territory. It is clear, however, that the 
economic system in Japan is undergoing severe strains, and it is by 
no means easy to judge how developments will work out in the 
present year. The European war has benefited the country, but not 
yet so much as was hoped. Japan is certainly in a better position 
to take advantage of the opportunities now opening to the Far East 
as a result of the war than others, but the many and increasing 
difficulties resulting from the conflict with China are a_ serious 
handicap. 

I have little to say about the other countries in the East where 
we have branches. Up to the outbreak of the war conditions were 
dull and featureless, and it is a cynical reflection of the tragic state 
of the world that when war broke out trade at once improved in 
India, Malaya, the Philippines, and the Netherlands Indies. We 
trust that while traders in these countries will obtain reasonable 
advantages from the rise in the prices of the primary commodities 
which they produce, they will at the same time remember the 
lessons of the past. It is satisfactory that the home Government, as 
well as local authorities, are taking measures to check speculation 
and profiteering which was so rampant in the last war and which 
resulted in such a disastrous reaction. 


THE FUTURE 


Finally, gentlemen, I want to emphasise that we must not regard 
the coming year with complacency. We are recommending a con- 
servative policy in the distribution of profits and are conserving our 
resources in order that we may face the uncertain future with a 
reserve Of confidence. I trust that all British firms will do likewise, 
for there are few signs of any striking change for the better being 
likely to come over the political situation out here or in Europe in 
the near future. 

We have been warned by our Government of the difficulties ahead. 
The Chancellor of the Exchequer said recently that the nation will 
in all probability have to swallow drastic medicine to escape the 
diseases which very seriously threaten us. None of us can tell what 
this mad world holds in store a few months ahead. This being so 
it is immensely important that we should concentrate all our atten- 
tion on helping to bring the war to a satisfactory conclusion. 

Some forty of our staff employed in London at the outbreak of 
war are now in the armed forces, and a few others are gradually 
being mobilised. Moreover, the source of supply for our Eastern 
staff has now dried up, so the time may come, and I fear un- 
doubtedly will come, when we shall have to put up with serious 
dislocations and inconveniences. 


ATTITUDE OF BRITISH INHABITANTS 


When this is necessary we shall not complain. I am quite sure 
that British subjects in Hongkong and the East generally are keenly 
anxious to be called upon to make any sacrifices that will help our 
cause. We do not want to escape because of our residence in this 
part of the world. Our friends at home sometimes forget that out 
here British subjects have often had to put up with greater hardships 
and trials than are ever experienced in the Home Country. Without 
going back further, take, for instance, the conditions which Tientsin 
people have been enduring for the past nine months, and the state 
of affairs at Hankow, and many of the smaller ports, about which 
considerable indignation has been expressed both at home and in 
the Fast. . 

Such experiences now and in the past make us perhaps all the 
tetter prepared in firmness of determination to carry on out here 
and to face with confidence whatever the future may have in store. 
And come what may we shall continue, whatever others may do, 
steadfastly to uphold those traditions which Lord Halifax recently 
described as “the old standards of conduct and human decency 
laboriously built up by mankind.” By these methods we fervently 
trust that this war will yet result in the establishment of a higher 
and nobler standard of conduct between nation and nation and 
between man and man. 

I now beg to propose the adoption of the report and accounts as 
Presented, and after they have been seconded I shall be pleased to 
answer to the best of my ability any question that may be asked. 
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MR E. COCK’S REMARKS 


In rising to second the report, Mr E. Cock said: —Mr Chairman, 
ladies and gentlemen,—Before I second the chairman’s proposal that 
the report and accounts be adopted, I would like, if shareholders will 
bear with me for a few moments, to submit some observations, 
needless to say derived from my own opinions. The first and rather 
obvious comment is that net profits, compared with the results of 
recent years, are down about two million dollars. The explanation 
that investments in Shanghai, and presumably in China generally, 
are responsible, was hardly necessary. 


We know only too well the uncertainties which exist and persist 
since the outbreak of what is known as the “ China Incident.” Let 
us hope that the distressful ordeals to which her people have been 
subjected will result in China finding a yet greater soul than that 
which she has so valiantly: striven to preserve. 


THE FOREIGN LOANS 


I now refer to the Chinese Government foreign loans. To me, as 
the man in the street in financial matters, it appears odd that any 
group of people should be permitted to be in China and to try 
to take over her assets while ignoring her liabilities. As I see it, 
the right to collect China’s revenues obliges the collector to pay her 
just dues. 

I am glad to hear from the chairman that the Chinese Government 
will resume the full service of their obligations as soon as they are 
able. In doing this they will continue to hold our respect. 

I fully share the chairman’s view that Shanghai will recover its 
position, for I believe that natural things which have come into 
being of themselves will continue for the very reasons which created 
them. Nearer home is Canton, cut off now from both China and the 
world, needing only confidence and contact for its restoration. 


HONGKONG’S REVENUE 


Likewise I am in accord with the chairman’s remarks about 
Hongkong. I would like to see a greater proportion of the Colony’s 
revenue ploughed back into the Colony. It is a policy which I 
believe always pays. Tied as we are by so many bonds to a not 
fully developed China and so small when compared to her vastness, 
all we could hope is to bear a torch to light her way. I think we 
can truly claim that this bank has upheld our best traditions and 
really has shown China, by example as well as by precept, what is 
the way. 

We are glad to hear that the staff in Hamburg got home safely. 
We are proud that some 40 of the London staff are with the fight- 
ing forces. The greater burden which will fall on those who are 
left will, I am sure, be gladly borne. 


TRIBUTE TO THE STAFF 


Courage is a characteristic of the bank, and I am glad that the 
chairman’s review leaves it to me to voice, however inadequately, our 
appreciation of the staff who have worked with energy and loyalty 
to give us not only the tangible result of their work of the year, but 
also confidence in the future, which future can scarcely be expected 
to be more difficult than the times in which we in China have lived. 

To many of us whose constant endeavour is, by ways more devious 
and complicated than the simple way I shall put it to you effectively, 
to make two by two or two and two into four, there will still be 
satisfaction that the bank can make them five instead of five 
pounds ten. Not that I welcome the cut in dividend—for who 
could?—but I am able to find comfort in the fact that the greater 
the security the less the dividend, while I believe that the smaller 
the dividend the greater should be—will be—our security. 

The bank functions in so many parts of the Empire that not only 
its staff but its shareholders and its clients must be considerably 
involved in the great upheaval in Europe. In these difficult and 
dangerous times may we all, working or fighting for that freedom 
which will surely bring with it happier times for one and all of us, 
uphold our great traditions. I now formally beg to second the 
adoption of the accounts for the year 1939. 

The Chairman: There being no questions, as proposed by myself 
and seconded by Mr E. Cock, the motion now before the meeting is 
the adoption of the report and statement of accounts as presented. 
The report and accounts were unanimously adopted. 
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THE SCOTTISH PROVIDENT INSTITUTION 
MUTUAL LIFE ASSURANCE 
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RESULTS OF A DIFFICULT YEAR 


LIFE ASSURANCE AND WAR RISK 


MR J. MAXTONE GRAHAM’S ADDRESS 


The one hundred and second annual general meeting of The 
Scottish Provident Institution was held in Edinburgh on the 
12th instant, Mr J. Maxtone Graham, C.A., in the chair. 

The Chairman, in moving the adoption of the report, said: — 
You will not be surprised to see a falling off in the total business 
transacted for 1939. Proposals were received for amounts aggre- 
gating £2,821,771, and 3,155 policies were isued for £2,513,807. 
Of this sum £190,919 was reassured with other Offices, leaving a 
net business of £2,322,888. This compares with a net business 
of £3,158,519 reported for 1938, but it is, I may say, nearly 
£300,000 more than was reported for 1914. In part, the decrease 
may be said to have been of our own seeking, since, in common 
with most other Offices, we have ceased for the time being to 
issue temporary assurances and such like low-premium contracts. 
Our distinctive system of whole-life assurance, however, as to which 
I shall say more later on, maintained its appeal in spite of the 
adverse circumstances. 

The total funds stand at £25,360,838, having decreased by 
£35,217. As regards this decrease, I would point out that the 
aggregate claims arising during the year amounted to £1,513,096— 
some £223,000 more than those in the previous year. 

The rate of interest on the total funds, including as we always 
do the investment reserve fund, is £4 8s. 6d. per cent., or ls. 
per cent. less than we earned in 1938, but the net rate has fallen 
by 3s. 4d. to £3 9s. 10d. per cent. owing to the increased income 
tax. 


INVESTMENT OF FUNDS 


The directors and officials of insurance offices have never been 
confronted by more serious problems than those with which they 
have had to grapple during the past few months, and of which 
the solution is made all the more difficult by the obscurity of the 
future and the dangers with which the country is at present 
menaced. The investment of funds, for instance, has been no easy 
matter. Our chairman of two years ago referred in his speech 
to the contracted field within which institutions like ourselves had 
to operate. It certainly has not enlarged in the interval, nor does it 
seem likely that first-class securities will be obtainable to yield 
anything but a very moderate return, looking to the firm hold 
of the money market which has been established by our Govern- 
ment, whose shrewd control in the national interests certainly 
compels our admiration. 


{ EFFECT OF PRESENT DAY CONDITIONS ON BONUS-EARNING 
POWERS 


What is going to be the effect of a continuance of present-day 
conditions on the insurance offices of this country? We all know 
that they emerged from the last war with their foundations un- 
shaken, as will again be the case. It seems to me, however, that at 
any rate for some time to come bonus-earning powers must in- 
evitably be impaired. Our members who have taken out policies 
under the distinctive system have no reason to be seriously appre- 
hensive as to what the future has in store for them. This institu- 
tion was founded in order to give a policyholder as large an 
assurance from the outset as could be secured for a given premium, 
and only when he has proved to be a good life does he qualify for 
participation in the surplus. For over one hundred years the dis- 
tinctive system has been in operation with results that speak for 
themselves. Let me give you a simple illustration: —According to 
“ Whitaker’s Almanack,” at age 30 the average with-profit premium 
for an assurance of £1,000, payable at death, is £23 19s. 2d. That 
premium would secure with this institution an assurance of £1,247. 
The additional £247 is equivalent to an immediate bonus. 


INTERMEDIATE BONUSES 


While on the subject of bonuses I may say that the matter of 
intermediate additions was considered by the directors shortly after 
the outbreak of war and it was then thought prudent to discontinue 
payment. Quite recently we have reviewed the position and have 
decided, for the meantime, to resume payment of intermediate 
bonuses at modified rates with retrospective effect. 


PROBLEM OF WAR RISK 


One problem which I cannot say has been completely solved is 
that of war risk. Aeroplanes carrying their cargoes of incendiary 
and high-explosive bombs have introduced an element of risk which 
during the last war did not fall to be seriously considered in this 
country. With little experience, I am thankful to say, of that 
risk so far as our island is concerned, but having seen from the 
experience of other countries the possibilities inherent in aerial 
warfare, insurance offices have found it difficult to decide as to 
what procedure they should adopt in regard to this risk. Some time 
ago there were reasons for hoping that all British offices would 
maintain a common line of action; but I regret to say that under 
stress of competition it has been as impossible to achieve this as it 
proved to be when an attempt was made to arrive at uniform 
rates of commission for the introduction of assurance business. 
It therefore remains for each office to act in this matter as it 
thinks best. 


BOARD'S POLICY 


As regards this institution, we are, of course, carrying the war 
risk in respect of practically the whole of our ordinary policies 
issued prior to the outbreak of war; but for these as a class a con- 
siderable reserve has accumulated. In assuring new entrants we 
issue policies containing a clause which restricts the liability in 
event of death resulting from war to a return of the premiums paid 
or to the surrender value if that should be the greater. In favour- 
able cases, however, where there are special reasons for wishing 
war risk to be covered we do accept liability to a limited extent 
subject to payment of an extra premium which may vary accord- 
ing to the circumstances of the particular case; but in our view 
it should not vary with the class of policy to be opened. War 
risk cannot be greater or less because a contract is effected at a 
higher rate of premium in one case than in another. The extra 
rate charged must necessarily be an arbitrary one, there being no 
data upon which actuaries can base a calculation. The normal risks 
to life can still be covered for the normal premium, and in times 
such as these through which we are passing it seems to me to be 
more than ever necessary to achieve that peace of mind which can 
be obtained by the possession of a life policy. Especially does this 
apply to those whose premature death would entail hardship on 
family and dependants. 

The motion for the adoption of the report was seconded by Mr 
R. J. Edgar, C.A., and carried unanimously. 

The directorate was thereafter constituted and Mr Francis More, 
C.A., was reappointed auditor. 






Every year many hundreds of Companies publish Reports 
of their Annual General Meetings in The Economist, thereby 
reaching thousands of investors in the quiet of their own homes. 


<= 

In time of war the value of this practice is greatly enhanced 
because The Economist provides valuable information which is 
not otherwise available to investors, who therefore read it more 
carefully than ever, 

Full particulars of the charges for inserting these reports 
may be obtained on application to The Reporting Manager, 
The Economist, 8 Bouverie Street, E.C.4. 
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March 16, 1940 


NATIONAL MUTUAL LIFE ASSURANCE 
SOCIETY 


WARTIME PROBLEMS 


The one hundred and tenth annual general meeting of the National 
Mutual Life Assurance Society was held, on the 13th instant, in 
London. 

The Hon. Francis N. Curzon (the chairman), in the course of 
his speech, said that the question which most readily sprang to their 
minds was how the onset of war affected the position and pros- 
perity of the Society, The depreciation written off in 1939, amount- 
ing to £266,000, had reduced the reserve fund to £234,000. In 
addition, they had carried forward £178,000 from December 31, 
1938, and the sum of those items, £412,000, represented a free 
surplus equal to 64 per cent. of the Society’s actuarial liabilities 
on December 31, 1938, quite apart from the substantial trading 
profits earned last year. Comparing the position with that at the 
end of 1914, they were entitled, he thought, to contemplate the 
results with some satisfaction, particularly when they reflected on 
the degree of prosperity to which the Society had attained in the 
intervening period. 

Continuing, he said: The war has put an effectual brake on the 
steady advance in our new business which has been a feature of 
former years. Indeed, as you will have seen, the 1939 total is little 
more than one-half of the 1938 figure, so severe was the contrac- 
tion of business in the last four months of 1939; and although 
business is now much more plentiful than it was, we shall do well 
to maintain in 1940 even the reduced level of 1939. In this situa- 
tion we look more than ever to our members and policyholders to 
assist us by means of introductions and recommendations in main- 
taining an adequate flow of new business. 

The balance sheet quite clearly exhibits the changes which have 
taken place in our assets during the year. As regards Stock Exchange 
securities your board followed in the early part of last year a very 
cautious policy, and the net investment up to the outbreak of war 
was On a very minor scale, with the result that we were able to make 
relatively substantial purchases of high-class debentures at the 
attractive level of prices ruling in the last four months of the 
year. 

The total depreciation on the year, including a provision for 
possible losses on non-Stock Exchange assets, amounted to £266,000, 
equal to 34 per cent. of our total assets. I am glad to say that 
all of it has already been recovered. 


AIR-RAID RISKS 


Your board has recently been giving consideration to the best 
means of offering cover in this country against deaths arising from 
air raids. All our pre-war policies with insignificant exceptions are 
unrestricted, but, so far as new policies are concerned, we have 
hitherto, in common with other companies, either excluded these 
risks or charged an appropriate extra premium. We have come to 
think this procedure for new with-profits policies may lead to results 
which fall short of that standard of equity which it is the especial 
privilege of mutual societies to uphold. For while existing arrange- 
ments fully protect pre-war entrants from mortality losses arising 
from home war risk claims, the normal principle of equal bonuses 
alike for pre-war and wartime entrants would expose the latter to 
the possibility of a lower bonus by reason of claims to which their 
own policies (since the risk is excluded) cannot contribute. In these 
circumstances we have decided to offer this cover for with-profits 
policies at the normal rates of premiums and to allow the impact of 
any of these war-risk claims to be taken by their bonus fund; or in 
other words to withhold bonuses from wartime entrants on the under- 
standing that they may be restored in whole or in part if the actual 
experience permits. 

We believe that that is a fair solution of a difficult problem, and 
hope that it will appeal to many people needing, and desirous of 
effecting, policies, but who might be deterred by the total exclusion 
clause or unwilling to pay an extra premium. 

The year under review is not an occasion for a valuation and 
distribution of profits, though you will no doubt be glad to know 
that our usual internal valuation indicates that profits as a whole 
have been maintained. In fixing interim bonuses to be paid on claims 
this year on the reduced scale referred to in the annual report, we 
have been guided more by the need for caution in the face of an 
uncertain future than by the current profit-earning capacity which 
indeed would have permitted of interim bonuses much closer to 
the peacetime level. 

The report and accounts were unanimously adopted. 
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THE SCOTTISH LIFE ASSURANCE 
COMPANY, LIMITED 


SIR JOHN LORNE MACLEOD’S REVIEW 


In the absence of the President, His Grace the Duke of Atholl, 
K.T., Sir John Lorne MacLeod, chairman of the board of directors, 
presided at the annual meeting held, on the 12th instant, in 
Edinburgh. 

In moving the adoption of the report, he said that up till the 
beginning of September new policies were being issued at a normal 
rate, but that under the altered conditions business fell away and 
the total for the whole year came to nearly £600,000 less than that 
of 1938. The net new business was £1,722,000, and in the circum- 
stances this was regarded as a satisfactory figure. The net premium 
income was £654,000. 

The gross rate of interest earned on the life fund was £4 17s. 11d. 
per cent., and the net rate after deduction of tax was £3 18s. 10d. 
per cent. The mortality experience had been more than usually 
favourable. Outgo from claims by death was £251,000, while 
claims by survivance totalled £384,000. Surrenders, including 
annuity surrenders, reached a total of £96,000. Expenses of 
management showed practically no change over those of the previous 
year. Commission had, however, been about £5,000 less, and the 
expense ratio for management and commission worked out at 16.3 
per cent. of the premium income, as compared with 16.9 per cent. 
a year ago. 


INCREASE IN FUNDS 


The increase in funds was £163,000, which was a good deal less 
than usual, this being accounted for mainly by the large outgo for 
endowment assurances which had matured. A comparison of the 
balance sheet with that of the previous year did not reveal any 
striking changes. The market values of the assets as at December 
31, 1939, were still above the book values, with something to spare. 
Since then there had been a general rise in prices, and the position 
was a good deal better than it was at the end of the year. On 
October 25th last the board resolved to reduce the rate of interim 
bonus to 10s. per cent. per annum on death claims occurring before 
the close of the current quinquennium in connection with policies 
entitled to full participation in profits. This step was taken as a 
measure of precaution in the changed conditions brought about by 
the war, prudence demanding that resources be conserved pending a 
full knowledge of the facts as they might be at the end of 1940, 
when the next valuation fell to be made. 

The report was adopted, and the recommendations therein con- 
tained approved. A final dividend of 2s. 9d. per share, less tax, 
was declared in respect of the past year, making, with the interim 
dividend of 2s. 9d. per share already paid, a total for the year of 
5s. 6d. per share. An interim dividend of 2s. 9d. per share, less 
tax, payable on September 2, 1940, was also declared. 





THE FIRST NATIONAL SAVINGS 
BANK CORPORATION OF PEST 


CELEBRATION OF 100TH ANNIVERSARY 


The biggest savings bank of Hungary has celebrated the one 
hundredth anniversary of its foundation—as the first among all 
Hungarian banks—on December 15, 1939. Among those present 
at the commemoration festival it had the honour to greet the 
Regent of Hungary himself, the Royal Duke Joseph, the Cardinal 
Prince Primate, the Premier Minister and the Minister of Finance, 
the chairmen of both Houses of the Parliament, in the same his- 
torical council room of the County Hall, where this institution 
started from, exactly one hundred years ago. 

Due to its great historical past, its proverbial stability and re- 
spectability, this jubilant institution still possesses a distinguished 
and unique position in the economic life of Hungary, as it ever had 
since it was established in 1839. Although the business policy of 
this oldest financial institution of Hungary was always in keeping 
with the exigencies of the times, which have so often changed dur- 
ing the past century, it essentially remained on the solid basis of 
the founders’ intentions and in many respects still maintains its 
altruistic conceptions. In this connection it may be mentioned that 
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the general meetings of this institution never failed to make con- 
tributions for charitable and cultural purposes, even in years when 
circumstances did not allow dividends to be paid. 

The above-mentioned commemoration festival as well was held 
in the same noble spirit, inasmuch as the institution, in memory 
of the one hundredth anniversary of its establishment, made a 
donation to the Vitézi Szék (College of Military Knights), consisting 
of a considerable landed property, as a token of its gratitude to 
the Hungarian heroes of the Great War; further, the sum of 
50,000 pengés has been awarded for the foundation of a new 
county hospital, in thankfulness to the County of Pest, that has 
given the first home to the first savings bank of Hungary in its 
own residence, and with whom through a century the closest busi- 
ness connection .and friendly relations have been maintained ; the 
institution further is having a statue of Andrew Fay, that Hun- 
garian genius, its famous founder, erected as a present to the City 
of Budapest ; an extra bonus has been granted to the active staff ; 
the pensions of retired employees have been raised ; and—following 
the example of some big British banks—an extra dividend has been 
paid to the shareholders. 

According to the report put before the one hundredth ordinary 
general meeting, which has taken place a short time ago, the funds 
entrusted to the institution have increased during the year of the 
jubilee too, thus enabling an increased placement activity, which 
naturally—in compliance with the demands of these days—was 
chiefly confined to subscriptions to public loans and to financing 
of exports. 





LONDONJAND LOMOND INVESTMENT 
TRUST, LIMITED 


DIVIDEND AGAIN INCREASED 


The ninth ordinary general meeting of London and Lomond 
Investment Trust, Limited, was held, on the 14th instant, at 
85 Gracechurch Street, London, E.C. 

The Hon. W. B. L. Barrington (the chairman), in the course of 
his speech, said: ——The revenue from investments and transfer fees 
amounted to £77,310, as compared with £77,307 in the previous 
year. The charge for income tax was higher, owing to the recent 
Budget, and, after meeting this and expenses of management and 
interest, the net revenue was £33,984, a decrease of £878. The 
dividends on the preference stocks required £11,572, leaving £22,412 
available for the ordinary stock, which is equivalent to 13.5 per cent., 
before deduction of income tax. The corresponding figure in the 
previous year was 12.3 per cent. 

The directors have again carried £10,000 to general reserve, which 
is thereby increased to £60,000, and out of the balance of the profits 
they recommend the payment of a final dividend of 4} per cent., 
making, with the interim dividend, a total of 7 per cent. for the 
year, as against 64 per cent. for the previous year. This leaves a 
surplus of £830 to be added to the sum brought forward, making a 
total of £18,408, which it is proposed to carry forward to the current 
year. I should like to add that, whilst the ordinary stock dividend 
has been raised by 4 per cent. each year since the company was 
formed, having regard to the uncertainties created by the war, it 
would be unwise to anticipate that a similar increase will necessarily 
be forthcoming next year. 

The capital reserve remains at £100,000, and you will observe that 
it more than covers the depreciation of £30,655 shown by the 
valuation of the investments. 


The report and accounts were unanimously adopted. 
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HARRODS LIMITED 
RESULTS AFFECTED BY WAR CONDITIONS 
SIR WOODMAN BURBIDGE’S SPEECH 


The fiftieth annual general meeting of Harrods Limited was 
held, on the 11th instant, at the Assembly Room on the company’s 
premises, Brompton Road, London. 

Sir Woodman Burbidge, C.B.E. (the chairman) presided, and 
in the course of his speech said: This is the fiftieth year of the 
existence of this company, and I think it will be agreed that during 


that period there has been achieved remarkable progress and pros- 


perity. It is not too much to claim that Harrods is second to none 
among the leading retail stores in the world. “ There is only one 
Harrods.” 

At our annual meeting last year I expressed the opinion that 
our trade would be very restricted, due to the uncertainties arising 
out of the international situation. Unfortunately, this has proved 
to be only too true. In the first six months of the company’s finan- 
cial year, ended July 31, 1939, there was a decrease in trade. The 
second half of the year showed a larger decrease, and especially so 
after the declaration of war last September. As a result of the 
wartime difficulties and restrictions, there was a drop in net profits 
from £738,000 for the previous year to £607,000 for the year now 
under review. I venture to think that in all the circumstances 
these results are satisfactory. 


PROFIT AND DIVIDENDS 


The gross profit on trading was £2,089,232, against £2,353,923. 
Dividends received from our two subsidiary companies were: 
Dickins and Jones, Limited, £33,512, against £41,843; D. H. 
Evans and Company, Limited, £117,000, against £108,000. The 
balance brought forward is £183,508, and with the net profit of 
£607,916 there is a total of £791,425. There is a balance available 
for distribution of £445,665. It is proposed to allocate this balance 
as follows: Final dividend at the rate of 74 per cent. per annum 
on the preference stock, £150,000 ; final dividend of 5 per cent. 
(making 10 per cent. for the year) cn the ordinary stock, £110,759, 
leaving a balance to carry forward of £184,905. 

The trading results for the year of our Manchester branch show 
a satisfactory increase in net profits. When the building is com- 
pleted, it will be the most up-to-date retail store in the North of 
England, and will comprise a total floor area of 295,000 square 
feet, or nearly seven acres, while the space set apart for selling 
will be 203,000 square feet of that area. 

The trading for the year of Dickins and Jones shows a substan- 
tial reduction in net profit, the amount being £64,026, against 
£106,893 (these figures being subject to deduction for debenture 
interest and preference dividend). This result is entirely due to 
trading under war conditions, together with the difficulties and 
uncertainties prevailing during the months preceding the declara- 
tion of war last September. 

Now that we have provided many new departments, modernised 
and redecorated many others, we have one of the most up-to-date 
and attractive fashion houses in London. 

The net profit of D. H. Evans and Company for the year 
amounted to £121,000 against £143,000 for the previous year. 
I think that in all the circumstances this result may reasonably 
be considered quite satisfactory. 

Harrods, as you know, claims to supply practically every mate- 
rial need of life, in a quality to trust and of a value that may 
be depended on. 

Holding firmly to the merchandising policy on which Harrods 
was founded, we are determined that our merchandising shall 
worthily meet the requirements of our customers under the new 
economic conditions. 


THE OUTLOOK 


The outlook for our own businesses for the current year does 
not at present appear to hold out much hope of better trading 
results. In any event, I foresee many difficulties before us, difficul- 
ties in merchandising ; commandeering of goods by the Govern- 
ment ; perhaps a further departure from London into the country 
of more of our customers, with many other restrictions, and pet- 
haps increased taxation. Side by side with the policy of develop- 
ment, your board have also maintained the company’s strong 
financial position. 

The report and accounts were unanimously adopted. 
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THE NORTHMET POWER COMPANY 


ADJUSTMENT TO WARTIME CONDITIONS 





































































s LORD ASHFIELD’S ADDRESS 
: The ordinary general meeting of the Northmet Power Company LOW BESURN ON CAPITAL EMPLOTED 
1g was held, on the 12th instant, at Caxton Hall, Westminster, London. While the dividend on the ordinary stock is at the rate of 10 


Sir James Devonshire, K.B.E., M.I.E.E. (deputy-chairman), pre- _ per cent. for the year, the actual return on the total capital invested 
sided in the absence of Lord Ashfield, the chairman, owing to is very much lower. New issues of ordinary stock have for some 


ne indisposition. years now been placed at a premium, and debenture stock has been 
Lord Ashfield’s speech, which was read by the secretary, stated, issued at low rates of interest. Taking the loan capital as a whole, 
at inter alia: The outbreak of war divided the year 1939 into two the average rate of interest on the amount outstanding to-day is 
ng distinct and sharply contrasted parts. During the first eight months only 3.88 per cent. It has been the policy of the company to invest 
ed of the year our business continued to develop in accordance with in the undertaking the sums laid aside for depreciation and reserve, 
n- the trends which had prevailed for many years. The rate of growth so that the nominal issued capital has always stood at a consider- 
he in the revenue was comparable with previous experience. The ably lower figure than the capital expenditure. 
so number of units of electricity sold to consumers either directly or To obtain a true view of the capital invested, it is necessary to 
he indirectly showed an increase of about 18 per cent. over the number include also the capital expenditure of the North Metropolitan 
its sold in the corresponding period of the previous year. The general Power Station Company since that company is wholly controlled 
ow operating conditions were typical of previous years. The prospects by your company. At December 31st last, the total capital expendi- 
ces seemed favourable, and had normal conditions been experienced ture of the two companies amounted to £15,212,750. For the past 


throughout the year there is little doubt that the gross revenue for year, the total amount disbursed by both companies in the pay- 
1939 would have shown an increase in keeping with previous years. ment of interest and dividends is £691,777. This figure is equiva- 
There was one disturbing factor in our experience, and that was _lent to only 4.53 per cent. on the total capital expenditure; this is 
the continuous rise in the price of coal. The price of coal has been _— subject to the qualification that large sums have been raised which 
rising progressively during the last three years. By August last the have not been expended, and if allowance is made for this factor 
average price of coal purchased by the company had increased since _ the percentage figure of 4.53 per cent. is reduced to 4.32 per cent. 


23 
re: 


H. 


. 1936 by no less than 44 per cent. Nevertheless, the results up to 

~ the end of August were to be regarded as generally satisfacto 

of 6 “8 8 y INCREASE IN CHARGE 

ble 

nce FINANCIAL RESULTS In looking at the results for 1939 it must be remembered that 
‘um the wartime reduction in consumption and also the increase in 


The fall in the total demand during the opening months of the working expenses, which goes back to before the war, have had a 


ent, ; ; ; 
59, war was in the neighbourhood of 20 to 25 per cent. The financial —_gisturbing effect upon our economy. It is to be anticipated that dur- 
results for the last four months of the year, therefore, stand in sharp ing the current year the consumption of electricity will be less than 
how contrast to those for the first eight months. Consumption declined; for 1939, and it must be assumed that the present enhanced level 
om- the number of new consumers was, of course, reduced to relatively of prices for coal and other materials will be maintained if, indeed, 
1 of small proportions; revenue lacked buoyancy; working expenses in- the Jeyel does not rise still further; rates of pay may also be subject 
are creased; the rise in the price of coal continued, and the prices of to further advance, and the total amount of the allowances to 
ling other materials also rose; wage increases took place, and payments sombers of the staff serving with the Forces will increase as addi- 
began under the company’s scheme for allowances to members of tional staff are called up for military service. 
tan- the permanent staff serving with the fighting services. In conse- In these circumstances it was obvious to your directors that un- 
inst quence of these conflicting movements, the margin between revenue —_ jess steps were taken to improve the revenue the company’s finan- 
ture and expenditure diminished. cial position would be seriously prejudiced. It has therefore been 
2 0 The gross operating revenue for the year amounted to £3,532,811, decided that the rates of charge to all consumers who are not sup- 


and which is an increase of £191,203, or 5.7 per cent. The operating pjied under agreements which contain a coal clause shall be in- 


expenses incurred in order to earn this gross revenue amounted to creased by 12} per cent. in respect of electricity consumed as from 


lara- : : 
£2,688,680; this expenditure was £260,503, or 10.8 per cent., more the meter readings taken on or after March 1, 1940. The increase 


rised than in the previous year. will not be fully applicable throughout the year and, owing to the 
-date company’s system of continuous meter reading, will only apply 
THE DIVIDENDS on the average to consumption after mid-April. 

year ; In view of the company’s previous record of progressive reduc- 
year, With the transfer of £100,000 from the contingency account and tions in charges, I need hardly tell you that this decision was 
ably the sum of £76,412 brought forward from the accounts for 1938, reached only after a careful review had been made of the com- 

the available balance is £1,075,267. This figure compares with an pany’s position. The decision was taken with regret, for it involved 
— available balance of £1,055,184 for the previous year. Your directors the reversal of a policy which had been followed for many years 
may recommend the payment of the dividend on the 6 per cent. cumula- = and which had produced such a marked expansion of our business. 

tive preference stock requiring £95,737; a full dividend on the 4 per The company can justly claim that it has always dealt fairly 
rrods cent. cumulative preference stock issued in December, 1938, amount- — with its consumers; their interests have at all times been of first 
shall ing to £38,886, and a dividend on the ordinary stock of 10 per importance in the fashioning of our policy and the direction of our 
new cent., of which 4 per cent. has already been paid, amounting to undertaking. Whenever it was possible, charges have been lowered. 


£319,269. If these appropriations are approved, a balance of £75,094 The average revenue per unit from those supplies which will now 
will remain to be carried forward to 1940, as compared with the sum _ be subject to the 12} per cent. increase was reduced as a direct result 


of £76,412 brought forward from 1938. of the policy of lowering rates from 3.03d. in 1929 to 1.35d. in 
- does Unfortunately the net revenue of the company was not agequate 1939, or by 55 per cent. 
ading to meet these payments in full, and it was therefore necessary to During the war we shall seek to provide the same standard of 
fficul- draw upon the contingency account to the extent of £100,000, service to our consumers as we did before the war. There will be 
well Whereas in the accounts for the previous year we were able to credit no relaxation on our part, and the high reputation which the com- 
yuntry the account with £30,000. I should remind you that this account pany has had for so many years will be jealously guarded. 
1 per- was established in past years to provide some margin upon which we I would earnestly assure all concerned that we seek no advantage 
velop. could draw in lean years. The results for 1939 have demonstrated from the present emergency. The aim of the company is and will 
strong the prudence of that policy. be the same as it has always been in the past, namely, to supply 


The results which have been placed before you this morning are __ electricity at the lowest possible prices consistent with the proper 
Not unsatisfactory when regard is had to the turn of events in the last and efficient maintenance of their undertaking. 
four months of the year. The report and accounts were unanimously adopted. 
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SCOTTISH POWER COMPANY, 
LIMITED 


MR GEORGE BALFOUR ON THE YEAR’S PROGRESS 


The thirtieth annual general meeting of the Scottish Power Com- 
pany, Limited, was held, on the 8th instant, in Edinburgh. 

Mr George Balfour, J.P., M.P. (the chairman), in the course of 
his speech, said: “‘ The accounts before you to-day are satisfactory 
notwithstanding the fact that we had to put up with a diminution 
in receipts during the last few months of the year, due to prevailing 
conditions. You will remember that when I addressed you last year 
Z stated that we proposed to reduce tariffs. The reductions were 
given effect to in the second quarter last year, perhaps somewhat 
prematurely in view of subsequent events which are robbing us 
meantime of the increase in business we anticipated when the re- 
ductions were made. I am glad to say that we have not found it 
necessary to withdraw these reductions. 

All the hydro-electric and steam generating plants operated satis- 
factorily throughout the year. Two hundred and eighty-one miles 
‘were added to our transmission and distribution systems during the 
year, 161 miles being high tension and 120 miles low tension, mak- 
ing a total of 3,978 miles of mains in service, compared with 3,697 
miles in the previous year. 


NEW CONSUMERS 


In the year 1938 we connected 10,637 consumers, and, but for 
the check imposed by war conditions upon development, we should 
have exceeded 11,000 connections in 1939, which would have been 
a record in the company’s history, but due to the conditions pre- 
vailing since August last we only connected 9,191 new consumers, 
increasing the total connected to the end of the year to 89,834. 

In addition to 62,500,000 spill water units supplied by the Gram- 
pian Company to the Central Electricity Board at a very low price, 
we sold nearly 297,000,000 units, and deducting 106,000,000 units 
sold under our contract to the Central Board, we provided about 
190,000,000 units to our miscellaneous consumers for power, domes- 
tic, and business purposes, an increase of over 18,000,000 units. 
The resultant unit price paid for power and domestic load through- 
out our large and diversified areas was 1.35d. per unit, compared 
with 1.375d. in the previous year. 

The anomalous nature of the rating system will be obvious to 
you when I mention that the total amounts paid in the form of local 
rates by the group of companies we own and operate rose from 
£32,790 a few years ago by steady increases, reaching £67,773 in 
1938, and increasing last year to £83,352. It would appear that 
in the current year the increase in this burden will continue, and it 
is obvious from these figures that the operating companies labour 
under grave difficulties in their endeavour to make advance reduc- 
tions in prices. I trust that the authorities will take some steps to 
stabilise the position, and I suggest, realising as I do the difficulty 
in upsetting the present complicated system, that a limit should be 
placed upon valuations, either by way of a fixed percentage of the 
value of hereditaments subject to local rating or, alternatively, a 
percentage fixed on the earnings available for interest or dividend 


purposes. 


PROFIT AND DIVIDEND 


The trading profits of the undertakings owned and operated by 
this company, together with interest charged to capital during con- 
struction and miscellaneous receipts, amounted to £791,234, an 
increase of £43,925. , 

After dealing with the figures in the balance sheet the chairman 
continued: There is a balance of £401,310 upon revenue account. 
After meeting administration charges and taxation there is a bal- 
ance of £378,560, and after providing for interest, a general re- 
serve appropriation of £35,000, preference stock dividend, less tax, 
and an interim dividend of 24 per cent. upon the ordinary stock, 
less tax. the balance amounts to £147,981, out of which a final 
dividend of 54 per cent., less tax, was declared upon the ordinary 
stock, making a total payment of 8 per cent., less tax, for the year, 
and leaving a carry-forward of £12,131. 

So far this year to date our earnings are equal to the corre- 
sponding period in the previous year, notwithstanding the fact that 
we had an adventitious benefit in 1939 due to revenue from surplus 
water. We can assume that the additional business connected Jast 
year will enable us to maintain or slightly improve upon last year’s 
performance. 

The report and accounts were unanimously adopted. 
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ANGLO-FRENCH EXPLORATION 
COMPANY, LIMITED 


REVIEW OF DIFFICULT YEAR 


MR F. A. ROBINSON’S SPEECH 


The fiftieth ordinary general meeting of this company was held, 
on the 13th instant, in London. 

Mr F. A. Robinson (the chairman) presided, and, in the course 
of his speech, said: —Although my speech last year was somewhat 
pessimistic I did not expect that before the following meeting we 
should be plunged into another war. In such circumstances our 
individual efforts may count for little, but we have to carry on 
believing that our cause will prevail and that with peace better 
times will come. We have had to reduce the dividend, as so many 
other companies have had to do, which in our case is especially 
disappointing, as it had almost become a habit with us to pay 10 per 
cent. as we have done for the last six years. Apart from everything 
else, it is hard luck that this crisis should come in our jubilee year. 

The amount received in dividends, interest, etc., was £49,884, 
which is a few hundreds in excess of last year. I think it speaks 
well for our investments that the returns have been maintained. 
The profit on sales shows a considerable reduction—viz., at £15,977, 
as compared with £58,000. This part of our business has suffered 
most, and under the conditions prevailing during the year could not 
be otherwise. Expenses show a reduction in the aggregate of about 
£2,400, and we show a net profit of £46,861, as compared with 
£85,898 for the year before. We write off £7,118 on account of 
depreciation on certain holdings, and we propose to pay a dividend 
of 5 per cent., less income tax at the rate of 5s. 8d. in the £, leaving 
£29,678 to be carried forward. 

The total net valuation of our assets amounts to £904,637, show- 
ing a surplus of £154,637. Owing to the recovery which has taken 
place recently, this surplus is now about £190,000. 


TRANSVAAL GOLD MINING 


The Transvaal gold mining industry has set up new records. The 
new Union Finance Minister, Mr J. H. Hofmeyr, introduced his 
Budget on February 28th, and from advices which have come to 
hand it would appear that the mines are to get the full market price 
of the metal, but are to bear the cost of realisation, which has 
hitherto been borne by the Government and is about 5s. per ounce, 
or, say, £3,000,000. In addition, there is to be a new levy on 
profits of 9 per cent. to raise a further sum of £3,500,000. The 
original intention was that the South African Government would 
appropriate all proceeds from the sale of gold above 150s. per 
ounce. To make a levy on gross revenue is so obviously unfair that 
it is surprising it should ever have been contemplated. The new 
arrangements are to operate as from January Ist, and they are 
regarded as an improvement upon what was expected. In any case, 
the industry will have to find another six or seven millions, bringing 
up the taxation to about £21,000,000 per annum. 


APEX (TRINIDAD) OILFIELDS 


The production of Apex (Trinidad) Oilfields for the year ended 
September 30th last was 526,810 tons of crude oil. The rate of 
production since September 30, 1939, has increased considerably. 
Dividends totalling 30 per cent. were paid. The chairman of the 
Apex Company, Mr Walter Maclachlan, announced at the annual 
meeting held in January that a new agreement for a long term of 
years had been entered into with the Trinidad Leaseholds, Limited, 
to whom the Apex Company sells its crude oil. The chairman 
stated the new agreement provides improved terms for the Apex 
Company. This new agreement should, therefore, be of considerable 
benefit to the company. 


ANGLO-BURMA TIN 


The ,Anglo-Burma Tin Company realised a net profit for the 
year ended June 30, 1939, of £16,370, compared with £10,643 in 
the previous year. A dividend of 15 per cent. was paid for the year; 
against 10 per cent. The output for the first eight months of the 
company’s current year, viz., July 1, 1939, to end-February, 1940, 
was 533 tons, against 353 tons, an increase of 50 per cent. There 
has been a corresponding improvement in the working profits, which 
have also had the benefit of higher metal prices. On its merits the 
Anglo-Burma Company ought to do well. You will remember that 
Burma is outside the restriction scheme. 

The report and accounts were unanimously adopted. 
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BOVRIL, LIMITED 


GOVERNMENT ASSISTANCE URGED FOR BRITISH 
COMPANIES ABROAD 


PRODUCTION UNDER WAR CONDITIONS 


Presiding at the forty-third annual general meeting of Bovril, 
Limited, held in London, on the 14th instant, the Lord Luke, K.B.E. 
(chairman), after dealing with the accounts, said that since the 
beginning of the war much of the company’s production had been 
for the Services, and although demands had often been made at very 
short notice, they were able in every case to satisfy them. In this 
connection it should be noted that all the company’s Government 
contracts were now accepted on a cost basis and the allowed margin 
of profit was very small. The Ministry of Supply were to be compli- 
mented on this policy since it enabled them to purchase at the lowest 
possible prices. 

In view of the importance of increasing exports in order to secure 
the necessary exchange to pay for the country’s food and other 
imports, it was fortunate that there was a vigorous industrialist as 
President of the Board of Trade and also an active Minister of 
Overseas ‘T'rade. He only wished the country had the good fortune 
to have such men looking after another important supply of ex- 
change—the country’s invisible exports, the returns from British 
investments Overseas. 

This country had money invested all over the world, and to take 
one continent alone, had £1,100,000,000 of investments in South 
America. Yet the yield on the whole of this great sum was esti- 
mated at only £20,000,000, i.e. under 2 per cent. There was no 
Government Department, no Minister whose special duty it was to 
look after these important assets and to see that a full income was 
returned to British investors, helping this country’s exchange in 
the process. 

Foreign countries could not always be expected to see the advan- 
tages of encouraging British capital by giving existing investments 
a chance to earn a fair income. This made it all the more neces- 
sary that some authority in this country should assist British in- 
vestors to get some return from their holdings abroad. 
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To iliustrate the difficulties of British companies operating over- 
seas, he would mention the Argentine Estates of Bovril, Limited, 
which owned large estates in the Argentine and a great meatworks 
at Santa Elena, Entre Rios, to which a frigorifico had been added 
a few years ago. The company was only able to meet its debenture 
interest and about half the dividend on its £500,000 preference 
shares, nothing being available for £700,000 of ordinary and de- 
ferred share capital. A Minister whose business it was to look after 
British companies overseas could easily have put this right by in- 
sisting that this frigorifico should have at least 1 per cent. per 
annum of the quota to ship meat into England, a privilege enjoyed 
by a dozen foreign frigorificos in South America. 

He called attention to the different attitude of Argentine Govern- 
ment Departments who worked hard helping their people to make 
profits. He instanced freezing works put up with local money in the 
same province as Santa Elena, Entre Rios, which were given portions 
of the chilled beef quota into England—in one case even before 
the frigorifico was working—which enabled these works to make 
profits where previously they had not done so, whilst the magnifi- 
cent Santa Elena works were refused any part of the British quota, 
though Argentines were permitted to ship beef from the Santa Elena 
works into England. 

British Government Departments had known of this matter for 
years—for he had never been inarticulate on the subject—but there 
was no record of their ever giving any help. The fact appeared to 
be that it was no British Government Department’s business. And 
that was the point he was raising, not for one company alone, 
but for all British companies working overseas. 


INCOME FROM OVERSEAS INVESTMENTS IMPORTANT 
SOURCE OF EXCHANGE 


In wartime, there was another aspect of the matter. If it later 
became necessary, to provide exchange, for some of these great 
assets to be realised, with probably Americans as the only buyers, 
the appraisal of a company’s fixed assets would depend very much 
on whether it was, or was not, making profits. Perhaps this con- 
sideration would induce the authorities to take an interest in 
these companies, particularly if it was made somebody’s business 
to look into British overseas interests. 

The report and accounts were adopted. 











INDUSTRIAL REPORTS—continued from page 486 


Textiles 


Cotton (Manchester). — The 
Government statement that adequate 
freight space will be available for South 
American and African cotton led to a 
sharp fall in raw cotton prices. De- 
liveries to cotton spinners at 76,722 
bales last week were the largest for 
three years. The deadlock in the mar- 
ket for American yarns continues, but 
the coarser Egyptian yarns can be ob- 
tained quickly. Demand for piece- 
goods has been active, but sales have 
been hampered by manufacturers’ in- 
ability to obtain yarn. 

Wool (Bradford).—The price in- 
creases which came into force on 
March Ist have not curtailed, con- 
sumption, and every mill in Great 
Britain is running to capacity. Export 
trade has figured prominently both in 
Parliament and manufacturing centres 
during the last few weeks, but spinners 
and manufacturers are concerned 
about the ability of the Wool Control 
to grant larger rations from which to 
Produce goods to sell to other coun- 
ines. There is a demand for larger 
supplies of raw material, and given 
that, the trade will at once accept 
freely orders for semi- and fully manu- 
factured goods. Wool prices are unlikely 
to be advanced before June 30th. 

Jute (Dundee).—On the recom- 
mendation of the Committee of the 
Indian Jute Mills’ Association, work- 
ing hours are to be reduced from 60 
‘0 54 per week from April 8th. The 

Uction in output will, of course, 
mean a smaller consumption of raw 
material, leaving a bigger surplus to 


be carried forward to next season. 
Prices for Calcutta goods and raw 
jute have declined owing to quiet trad- 
ing conditions. The full group of 
Daisee-2/3 has reverted to £38, and 
Tossa-2/3 to £43, March/April. Jute 
= are firm, as spinners are very 
usy. 


THE COMMODITY 
MARKETS 


Metals.—Copper, lead and spelter 
prices remained unchanged both in 
London and New York this week. 
Stocks of spelter in the United States 
rose from 65,602 tons at the end of 
January to 67,086 short tons at the 
end of February. The country’s spelter 
production last month, at 54,532 short 
tons, was about 1,500 tons in excess 
of deliveries. In this country the 
Minister of Supply has appointed a 
departmental committee this week to 
consider whether an increased produc- 
tion of non-ferrous metal ores such as 
tin, lead and spelter in the United 
Kingdom is desirable and practicable. 

Tin. — After a rise to £258 per 
ton, the standard cash price of tin 
reacted to £254 15s. per ton, a net loss 
of 5s. on the week. The backwardation 
is now 17s. 6d. per ton. The turnover 
has declined substantially since the 
announcement late last week that 
United States, Belgian, Swiss and 
Dutch buyers will have to pay for tin 
bought in London in their national 
currency or in sterling exchanged 
against their currency by a British 
bank. So far it has been possible to buy 


tin in this country against sterling 
bought abroad at the unofficial rate. 
In the long run the measure will not 
affect the demand for tin, but it may 
cause a lull in foreign buying on the 
London and Straits markets. 


Grains.— A fair trade has been 
done in imported wheat for Contin- 
ental account, and shipments from ex- 
porting countries have been high in 
the past two weeks. Prices have been 
firm with an upward tendency. It is 
reported that neutral tonnage has been 
chartered to carry Australian wheat to 
North American ports for reshipment 
to Europe, thus economising on Allied 
shipping space; in view of the reduced 
buying of flour in the Far East, 
Australia is anxious to find a market 
for her wheat exports. European buy- 
ing of maize has shown some revival 
in the last few weeks, but the new Plate 
crop is only now arriving at the ports 
for shipment. Trade in seed oats in 
Britain is hampered by shortage of 
supplies and there are practically no 
feed oats on the market. 


Oils and Oilseeds .—Raw materials 
are arriving steadily from abroad. 
Clearances of linseed from the Plate 
have now reduced the exportable sur- 
plus to 581,000 tons, compared with 
996,000 tons at the same date in last 
year. It is probable that the rate of 
export will slacken off when the new 
Indian crop is ready for shipment. The 
demand for oilcakes and meals has a 
little declined, but is still heavy. 

Rubber .—Spot prices showed little 
change on the week, but distant posi- 


tions were cheaper. The turnover was 
small both in London and New York. 
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CURRENT STATISTICS 


GOVERNMENT RETURNS | 


For the week to March 9, 1940, total 
ordinary revenue was £30,709,000 against 
ordinary expenditure of £35,750,000, issues 
of £10,000,000 under the Defence Loans 
Acts, and issues of £260,000 to sinking 
funds. Thus, including sinking fund allo- 
cations, but excluding issues from defence 
loans, the deficit accrued since April Ist last 
is £197,686,000, against £34,208,000 a year 
ago. 

ORDINARY AND SELF-BALANCING 

‘REVENUE AND EXPENDITURE 


Receipts into the Exchequer 
(£ thousands) 


April 1,) April 1,; Week | Week 









































Revenue Esti- |1938, to/1939, to|ended ended 
mate, | Mar. | Mar. | Mar. | Mar. 

1939-40} 11, 9 | ll, | 9 

1939 | 1940 | 1939 _ 1940 

ORDINARY ! 

REVENUE | 
Income Tax 363,559! 13,137) 16,785 
Sur-tax...... 60,170, 3,440, 3,190 
Estate, etc., | 

ies . 71,450 2,030' 1,700 
Ss & 15,680/ 250, 290 
N.D.C. 24,810) 540 290 
E.P.T. . 5)... 5 
Other Inl | 

Revenue.. 10) 10 
Total I. Rev. 

Customs 239,600] 212,341! 244,755) 5,263 5,762 
Excise ...... 132,850] 107,700 128,820, 822) 1,553 
Total Cust. 

and Excise 
Motor Duties} 22,000] 35,343) 33,400 304 236 
P.O. (Net 

Receipt) 11,960 6,952 Dr 424' |Dr 402 
P.O. Fund 1,600! ... a 
Crown Lands} 1,330! 1,250) 1,210) 

Rec. from | 
Sun. Loans| 5,000} 5,699] 4,916] ... | 65 
Misc. Rec... | 13,650) 10,780} 17,091) 3, 925 

















| 
995,180) 859,731 ae 25,375) 30,709 


932,521'1049526 rT 32,211 


Issues out of the Exchequer 
to meet payments 
(g thousands) — 






















Expenditure April 1,| April 1,| Week | Week 
Esti- |1938, to!1939, to| ended | ended 
mate, | Mar. Mar. | Mar. | Mar. 

19 11, 9% i, | 9% 
1939 | 1940 | 1939 | 1940 
ORDINARY l i | 
Int. & Man. | 
of Nt. Dt. | 230,000, 214,340 218,894| 427) 550 
Other int, gga 720, 5,787, ... 490 
w. | 10,000) 8,104) 8,281) 494 
Other Cons. | | 
Fund Ser.| 7,200, 4,671| 6,746 
Total ..... | 247,200| 227,115] 233,921, 428] 1,044 


Sup. Serv. (a) 1183927 656,421! 926,942) 14,427) 34,706 








Ditto, us | 
loans* ... | 738,671|1401104| 22,927| 44,706 
Total | | 
: Expead. pasenen 883,536 1160863) 14,855| 35,750 
Ssues 
10,000 
255| (a) 





-_— 

Brdcasting | 83,449) 72, 75,498) 1,774) 1,502 

Total .. aes 966,724 1236361) 1 37,252 

* Supply S 
pa Surly 8 aon? 6) gaclding eapendiure ~ 4-4 
met from loans ; {308 callions Vv Vote o' 
Credit ; and most of the since April, 1939, 
(c) Transferred as a charge. (d) Not yet transferred 
as charge. (e) Interest outside Debt charge, and 

on Service votes. 

After raising Exchequer balances by 
£355,653 to £3,087,956, the other opera- 
tions for the week (as shown in the next 
column) raised the gross National Debt by 
£16,310,000 to about £8,846 millions. 


it ‘Eee. 502,430 onsnelene.ses 8,5 
inking fds. |"... ald (d) 











Finance 


(£ thousands) 
Dest INCREASES Dest REPAYMENT 














Pub. Dept. Adv. 11,930 | Treasury bills ... 1,393 
Nat. Sav. Certs... 1,800 
3% Def. Bonds . 3,850 
Other debt ....... 123 
17,703 1,393 
OTHER IssuUES OTHER RECEIPTS (NET) 


P.O. & Telegraph 350 | Land Settlement 20 
N. Atl. Shipping. 32 


Ov. Trade Gtes. 172 
Ang.-Turk. Arms. 119 | 
673 | 20 


— | 


AGGREGATE ISSUES AND RECEIPTS 
The aggregate issues and receipts from 
April 1, 1939, to March 9, 1940, are :— 
(£ thousands) 
Ordinary Exp.. 1,160,863 | Ord. Revenue ... 974,028 
Iss. under Def. ee borr.682,440 














Loan Acts .. 474,162 
Misc. Iss. (net) 10,004 Sitking fds. 10,851 
Inc. in balances 588 | Net borrowing .. - 671,589 
1,645,617 1,645,617 
FLOATING DEBT 
7 (£ millions) 
Ways and 
Treasury - adi 
Bills Advances Total Float. 
Date =| Feont- ing 
Ten- | -p,,, | Public Bar | bebe | Assets 
der P Depts. 
1939 
Mar. 11 | 351-0) 503-2| 45-9)... | 900-2) 549-1 
Dec. 2 | 700-0) 697-5 56-2 | . |1453-7| 753-7 
»» _9 | 725-0) 693-0| 55:0 | ... |1473-0| 748-0 
» 16 | 740-0/ 705-6| 50°5 | ... |1496°1) 756-1 
» 23 | 750-0| 708-8| 55-9 1514-7| 764-7 
v9 ,31 | 760-0 709-9] 65-3 1535-2) 775-2 
Jan. 6 | 770-0/ 718-1] 58:5 | ... |1546-6| 776-6 
»» 13 | 785-0| 689-8] 53-2 | ... 1528-0) 743-0 
» 20 | 800-0| 658-1| 54-7 1512-8) 712-8 
» 27 |811-0| 641-3| 48-8 1501-1) 690-1 
. 3 | 811-0] 642-4) 48-2 1501 -6|1453-4 
» 10 | 806-0 | 630-1] 47-6 1483-7, 677-7 
» 17 | 806-0} 625-9| 46-7 1478 -6| 672-6 
= 801-0 | 621-9) 53:4 1476-3) 675°3 
Mar. 2 | 791-0| 651 0| 54-1 1496 1) 705 
. 776-0 | 664 6' 66 0 1506 6| 730 6 
TREASURY BILLS 
(£ millions) 
Amoun eS 
Date of Average | Allotted 
Tender lied -_ Mini 
or Allotted P mum 
jee: |e Rate 
1939 | l sd.) 
Mar.10 | 40-0 | 81-3 | 40-0 [10 1-01 34 
Dec. 1; 65-0 | 105-9 | 65-0 |23 10-21) 42 
» 8! 65:0 | 94-6 | 65:0 |24 6-48 57 
» 15| 65-0 | 92-6 | 65-0 |25 3-81; 70 
» 22); 65:0 | 89:5 65-0 |24 7:63, 67 
Tow | 65:0 | 99°5 65:0 |24 4-67, 47 
Jan. 5) 65-0 908-0 65-0 (22 3-84 63 
» 12); 65-0 | 109-0 65:0 |22 2:38! 40 
» 19) 65-0 | 122-1 61-0 {21 8-85 15 
2 26 | 60-0 | 112-2 55-0 |22 0-32) 17 
Feb. 2! 55-0 | 198-0 | 50-0 [20 9-86 36 
» .9| 55-0 | 108-7 | 55-0 |20 6-11) 48 
» 16) 65:0 ) 106-9 | 60-0 |20 6:15) 47 
» 23) 60°0 112:1 | 55:0 \20 5:74 32 
. 1) 55-0 | 108-2 | 50-0 |20 4:81| 34 
» 8: 55:0 | 983 | 500 |20 5:30; 45 
On March 8th applications at £99 14s. 10d. per 
cent. for bills to be paid for on Monday, Tuesday, 
Wednesday, Thursday and Friday of following week 
were accepted as to avout 45 per cent. of the amount 


applied tor and applications at higher prices in full. 
So so 14s. ety * ge be paid for 
in full. £50-0 millions 
of ae bills a are softened on 15th. 


NATIONAL SAVINGS 
CERTIFICATES AND 3% BONDS 


SUBSCRIPTIONS 
ee & chowands) _ Bro aa 
Period NSC 3% Bas Total 











Week to Feb. 27, 1940 2,819 | 2,576 | 5,395 
Week to Mar. 5, 1940. 3,014 | 2,335 | 5,349 
15 wks. to Mar. 5, 1940 51,019 51,388 | 102,407 


* Revenue returns show payments into the Ex- 
chequer of £43,950,000 net or £52,250,000 gross in 
the 15 weeks to March 9, 1940. 





BANK OF ENGLAND 


RETURNS 
MARCH 13, 1940 


ISSUE DEPARTMENT 





Notes Issued : Govt. Debt.. 11,045, 100 
In Circln. .. 534,899,985 | Other Govt 
In Banking nog . 564 3979698 
Dept. 45,336,773 | Other Secs... 3,492,933 
Silver Coin.. 512,269 
_— of Fid. 
ssue ...... J 
Gold Coin -” 
Bullion (at 
168s. per oz 
fine) ...... 236,758 
580,236,758 580,236,758 


BANKING DEPARTMENT 


£ £ 
ae capital eee Govt. Secs... 136,354,068 
BORE cocessoee 3,618,820 | Other Secs. : 
Public Deps.* 34,929,344 Discs., etc... 3,218,320 
——— | Securities... 23,768,429 
Other Deps. : ——— 
Bankers ... 114,035,495 26,986,749 
Other Accts. 42,648,678 | Notes ...... 45,336,773 
———— | Gold & Silver 
156,684,173 | Coin ...... 1,107,747 
209,785,337 209,785,337 


uer, Savings Banks, Commis- 


* Including Exch 
Jat t, and Dividend Accounts. 


sioners of National De 


THE WEEK’S CHANGES 


(£ thousands) 
Amt. _Compared | with — 
Both Departments Mar. 13, Last fon 
19 Week | Year 





nee arctan = (5340001 + 6 a 
a eer sepia’ 
its : Public ......... 
Bankers’, 




















Others sees + 2,234] + oo 7 
Total outside liabilities... | 726,514! + 
Capital and rest .......... 18,172, + 
COMBINED ASSETS : 
Govt. debt and securities | 712,349 + 
Discounts and advances 3,218 + 
Other securities .......... 27,261! + 
Silver coin in issue dept. 512 + - 
Gold coin and bullion 1,345, + 
RESERVES 
Res. of notes and coin in | 
t... | 46 445 — 
Proportion of soserve to | | 
es ly — d ( o- | 
— Cp 
portion ”)........++ _24:2%'— 0-3%|—11:9% 


COMPARATIVE ANALYSIS* 








(£ millions) lel 
1939 | 1940 7 
“Mar. Feb. | Feb. | Mar. | Mar. 
15 | 21 | 28 6 | 
Issue Dept. : } | 
Notes in’cire.. | 477-2| 530-0] 531-2 534-3) 534-9 
Notes in bank- eo 
ing dept...... | 48:8} 50-3) 49-0 45:9 45:3 
Gort. debt and 
securities .... | 299-3) 573° ‘4 574: ‘4 515: 9 576° ¢ 
Other secs. 0-0) 5-1 35 
Silver coin... 203 8 3 0- 5 0: 3 os 
Gold on / 
at s. per f. oz. |148-42 168: 2001168" 2001168: 200 168: 00 
ws: 
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*Governmen debt is £11,015,100; capital 


£14,553,000. 
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March 16, 1940 


OVERSEAS BANK 
RETURNS 


NOTE.—The latest return of the Bank of Finland 
appeared in The t of December 9th; 
Portugal, of February 10th; Lithuania a Feb- 
mary 17th; Denmark, Greece, India and Japan, 
of February 24th; Australia, Estonia, Hu 

Iran and Federal Reserve Reporting Mem on 
of March 2nd; Argentina, Java, Latvia, Nether- 
lands, New Zealand, Reichsbank, Sweden, Switzer- 
land and Turkey, of March 9th. 


BANK FOR INTERNATIONAL 


SETTLEMENTS.—(Million Swiss gold 
francs of 0.29 grammes) 
es: Feb. | Dec. | Tan. | Feb. 
28, 31, 29, 
ASSETS 1939 | 1939 i940 1940 
Goldin bars ........... 51-1! 22-6] 29-5| 29-3 
paengresensenseenese ‘ 11:9) 50:4 33:1) 22:2 
funds............ ee 12-5; 11-8 10:9} 10-4 
acceptances : 
. a) Commercial bills | 148-0} 61:0} 57:9) 64-9 
6 Treasury bills 70:3; 99-3] 101-8) 95-1 
ds at interest 29-3} 10-0 9-2 8-6 
oauity bills eihevonen 271-5} 218-9} 224-9] 222-3 
Other assetS ..........4. 1-6} 5:7)/ 2:2) 2-1 
LIABILITIES 
-term deposits : 
(1) Annuity trust .. 153-1) 153-1) 153-1) 153-1 
(2 So > 102-0} 76-5) 76°5| 76°5 
Short t deps. 
te Central banks .. 132:7| 47:7) 35:3) 19°6 
6 Oiaes Capea... 4:6) 2:0 1:5 1°8 
deposits—gold . 9-8} 10-3} 12-2) 12-2 
laneous items . a 44-7| 40:0! 40-6) 41:5 


U.S. FEDERAL RESERVE BANKS 
Million $’s 
12 U.S.F.R. BANKS { Mar. , Feb. ; Mar. 
RESOURCES 16, 14, 13, 


6, 
Gold certifs. on hand | 1939 | 1940 | 1940 | 1940 
and due from ‘I'reas. | 12,254 15,675] 15,869) 15,933 


Mar. 





Total reserves ......... | 12,666 16,070, 16,234 16,305 
Touacash reserves .; | “403 “385 356) 363 
Total bills discounted 3 3 
Bills bt. in open Se 1 Nil” Nil | Nil 

Total bills on hand...... 4 7 3 3 
Industrial advances ... 14 10 10) 10 


Total U.S. Govt. secs. 
Total bills and secs. ... 


2,564 2,477) 2,477) 2,477 
2,582 2,494) 2,491) 2,491 
16,076 19,482 ny 19,637 
| 
4,335 4,846 — 4,882 
560, 5,580] 5,730, 5,780 
ary 12,151) 12,367) 12,439 
1,059, 642 


5. 526 
10,688 ag 13,634 13,719 
315} 315; 315 


























| Other liabilities ......... . 
| Gold to sight liabilities |63- 71%, 57-0%|55-7%'49:5% 


Discounts and advances 720 
Advances to Treasury 


THE ECONOMIST 


NEW YORK FEDERAL RESERVE 
BANK.—Million $’s 








. | Feb. | Mar. | Mar. 
15, 14, | 6, 13, 
1939 1940 | 1940 1940 
| Total goldreserves ... 5661: ars 2 8047 -3,:8009 -2 
Total bills discounted | 1-2} 2-3, 1-0, 1-0 
Bills bt. in mkt.... 0:2} Nil | Nil | Nil 
Total U.S. Ovt. secs. | 724-6) 752-3) 752-3; 752-3 
Total bills and securts. | 729-9) 756: 7 755-3) 755-3 
Deposits: | Member- 


bank reserve account (4825-96685 - 5\6945- 7\6890-5 
i 89-8 %192-0% 922% 922% 


BANK OF FRANCE.—Million francs 








| - | Feb. | Feb Feb. _ 

{ 
ASSETS | 1939 | 1940 | 19 1940 1940 
GD co vcccscaries eeineeeee ee 266, 97. 3271) 97,275 *84613 
Bills : Co ae 9,159, 13,668) 13,580; 13,761 
Bought abroad 726, 39) 46 


3 
Advances on securities | 3,371! 3,505) 3,403) 3,398 
Thirty-day advances... 268) 441 465; 413 
Loans to State without 


interest : (a) 10,000, 10,000 10,000) 10,000 
(6) provisi esesee | 20627) 20,473) 20,473) Nil 
Prov. adv. to State ...... ++» | 16,700; 20,050) 20,350 
S.F. bds., & other assets | 9,' 831, 11,542 12,352) 11,531 
Notes in circulation ... 113886 154309) 156150|156135 
Deposits: Public...... | 5,109; 1,533} 1,203) 1,165 

Private...... 13,393 


19, tS | 14,521 16,939 


3,345| 3,420 





* Revaluation profit of 17-3 milliards plus reduction 
in Bank’s gold has been taken for transfer to exchange 
a ' while State has repaid advances of 20:5 milliards 
to 


NATIONAL BANK OF BELGIUM 


Million belgas 
=e 7 Mar. | Feb. | Feb. | Mar. 
9, 8, 29, 7; 
ETS 1939 | 1940 | 1940 | 1940 


Ass! 
Gold and for. ex. ...... | 3,192] 4,265] 4,309) 4,347 


Bills and securities...... *663 1,547 1,516 1,554 
Advances ........... ous 86; 140; 134 103 
LIABILITIES | | 
Notes ae - eee | 4,332) 5,713) 5,744) 5, - 

Deposits: Govt. .. 24 1 
Other ...... *307 179 157} 173 

















* Only roughly comparable with 1940 figures. 
NATIONAL BANK OF BULGARIA 


_ Million levas 
| Feb. = | Feb. ; Feb. 
| 23, 15, | 23, 
ASSETS | 1939 1940 1940 | 1940 
Gold holdings ......... | 2,006} 2,006} 2,006, 2,006 
Balances abroad, etc... 1,064 2,181) 2,263: 2,301 


1,218 986; 756 
3,441 — 3,393) 3,393 


LIABILITIES 


Notes in circulation ... | 2,532) 3, 859, 3,740) 3,617 
Sight liabs. and deposits | 3,885 4,048 
VET nccccccccccvccccececs eee 


BANK OF CANADA.—Million Can. § 


4,073) 4,095 
'27- 0%| \27: “4% 27°7% 
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NATIONAL BANK OF EGYPT 
; Million £E 
per ! Jan. | Nev | — | Jan. 
30, | edo 31, 
i939 1939 i939 
icine ea ciii 6:24, 6:24 6: 24! = o-24 















































Brit. Govt. oem eccece 13-36] 18-66! 18-86, 17-66 
1:50} 3-30, 2- 90) 2-20 
1-93} 2-02) 2-21) 2-12 








Investments | 14-76} 9-30! 10- 03} 11-84 
Bills and Advances | 9-52) 12-95 14-01) 12-17 
Liasiities | | | 
Notes issued ..... ewieeve | 21-10) 28-20; 28-00; 26-10 
Deposits: Govt. ...... | 4°43 1-70) 2:63; 2:68 
Other deps. and accts. : 20-50! 21-00! 21-50: 21-44 
NATIONAL BANK OF JUGOSLAVIA 
Million dinar 

| Feb. | Feb. : Feb 
| 28, 15, 
ASSETS | 1939 | 1 
IN ase stessincaticis | 1,913} 2,020: 
Other foreign exchange ; 
Discounts and advances | 1,915} 1,902, 
Gov. adv. and credits | 2,229) 3,073) 


Def. bds. discounted ... 
LIABILITIES 





| 
6,540) 9,922 9,912) 10,072 








Notes in circulation ... 
Sight liabilities ........ «| 2,062) 2,150  2,229| 2,112 
BANK OF NORWAY 
Million kroner 
e | “Feb. | Feb. | Feb. | Feb. 
28, | 15, | 22, | 29, 

Assers | 1939 | 1940 | 1940 | 1940 
Gold reserve ........++. 147-7| 120-0, 120-0, 120-0 
Bal. abroad & for. bills | 164-1, 89-1] 88-8 85:8 
Goid, not in gold res.... | 62-8] 65-7; 65-7, 65-7 


Nor. & for. govt. secs. | 134: ‘0 113: 3} 119-3; 119-3 
Discounts and loans... | 110: 7 324: 7, 330:7| 333-4 


LIABILITIES 
Notes in circulation . 439- 4 560: 2 563-8, 579-4 


Deposits at sight ...... | 149-9! 112-7) 121-3! 105-9 
NATIONAL BANK OF ROUMANIA 
_ Million lei 


| Egb. | Feb. | Feb. | Feb. 
25, | 10, | 17, | 24, 
| 1939 | 1940 | 1940 | 1940 


Foreign exchange ...... 1,193} 2,456} 2,464) 2,635 
Commercial bills ..... ‘ 10,543 16,961 16,902 17,497 
Treasury bills issued | 


agnst. losses on credits; oe 4,496) 4,522) 4,521 





Advances on secs. ...... 1,632) 4,195) 4,240) 4,371 
State debt and adv. .. 5,589) 5,572) 5,572) 5,572 
Secs. and participatns. | 2,172! 2,369) 2,378) 2,385 
LIABILITIES | 
Notes in circulation ... | 33,963 43,215) 48,271) 48,093 
Other sight liabilities. . | 13, 814) 9,947) 9,970) 10,741 
Long-term liabilities ... | 3,821' 5,930 6,047' 6,147 
SOUTH AFRICAN RESERVE BANK 
Million £’s 
% | Mar. | Feb. | Feb. | Mar. 


oi 16, 23, 1, 
































~~, Mar.| Feb. ; Feb. , Mar. ASSETS 939 | 1940 | 1940 | 1940 
150% oe aad me 637 a = | 28, | 6, | Gold coin and bullion | 26°57| 31-92 32:47] 32-58 
| ASSETS 1939, 1940 | 1940 | 1940 | Bills discounted ......... 6:81} 8-19) 8-19 8-18 
| |’ Reserve, of which ...... 230-3) 286-0; 283-3) 284-1 | Inves. &otherassets... | 15-40) 21-65) 21-41] 22-81 
|” Gold coin and builion | 201-7| 395-8 225-8 225-8 | LIABILITIES 
14,983 18,063) 18,220, 18,282 Securities a aeeinay | 158° 9) 212-2 212-2! 200-0 | paw» Sctlon 17-96 17-85 17-70 20:05 
2,832 2,977] 2,984 2,985 | ABILITIES : Governm ‘ ‘ ; . 
Note circulation......... | 159-3) 208-6, 208-9) 211-1 Bankers’ ... 19- 08 31: 49] 30-86| 24-28 
Money in circulation... | 6,751 7,411] 7,481) 7,463 | Deposits: Dom. Govt. | 16-1) 64:8) 67:1 52:5 Others ...... 95|_ 2-82) 3: “ 1-91 
Treasury cash and de- | hartered banks ... | 206°2; 211- 4 211-5| 208-8 Reserve ratio ............ 58: 16% 56- "0% 56:1 0/35" 7% 
Posits with F.R. Bks. | 3,771 3,027! 2,894 2,888 | Reserve ratio .......... sus 598% 58:°2% 575% 58°8% inane Actabtitinmened 
____@) Rates fixed by Bank of England _| itccermeniecusia 
Par of | :. aa eeeciaaing 
London on Mar. 8, | Mar. 9, | Mar. 11, i>. Mae, 12 Mae, 13) Mag 24 i) | Par of aie 
° 4 
per £ 1908 5900 : oe fo) 1 | London on eet Mes. e& Mar, 9 Mar “ | ‘May, . Mar, 33 . Mar, ; 
NewYork, $.. | §4°86%| 4-O2ip=| 4-O2ig-| 4°O2ig-| 4-02ip-| 4-02-02 | Ss PFA 
031, 031 031 0. 0312, 0312 | Tallinn, Bkr. | 18°159| 16* | 16* 1554* | 153q* | 15ig* |) 1514* 
do, do, | ote - 03%¢¢ $ 0334¢ 4-0384f sos 4 4: o3eeth 4: 4-038) Riga, Lats. ... | 25-22le 2056" 20%0* 20° : 208 s ole 1984+ 
Montreal, $... ' "43-47 | 4-43—4 4:43-4 B . | 27-82 2 2 4 
Sodan | en | kaTetl 4 aTiatf| AaTias A aTitf A aTuAS 4-ATAS | Romy Line | 48-66, |, 23", | 23m, | 2aige | aus | Aires | aise 
Paris, Fr... [124-20 1761o— | 17612— | 17612- | 17612— | 17612— | 176l2- Copenhagen,Kr| 18-159 2onere 2036-916 1979-2014 1979-2014 191g-1915]191g-195g 
Brussels, Bel. | 35-00(a)|23- -65-86)23- ie i 65 Si 053.074 '23-60-74.23-60-74 | Milan, Lr. ... | 92°46 77. “9703 Free 170) “Te6a0) “Tea 1475.0) ne ae ) 
Amst’d’m, Fi, | 12-107 | 7-53-58| 7-53-58| 7-53-58| 7-53-58| 7-53-58, 7-53-58 7 65* 160* 155* | 155* 
Batavia, Fl... | 12-11 | 7-47-55| 7-47-55 7-47-55| 7-47-55| 7-47-55, 7-47-55 | Belgrade, Din. |276°324 | 200#(g)) 200"2) 200*(g) 200"(e) 190*(g)} 190*(¢) 
do. do. a 7:57¢f | 7-57¢f | 7-57¢f | 7-57$f | 7-574f | 7-57¢ Sofia, Lev. ... |673°66 320* 320* 315* 315* 305* 305* 
Switzerl’d, Fr. | 25-2219 |17-85-95|17-85-95|17-85-95|17-85-95|17-85-95 17-85-95 | Hielsingfors,Mk/193-23 | 260* | 260* | 260* | 260* | 245-275 | 245-275 
Stockh’lm, Kr. | 18-159 |16-85~95|16-85-95]16-85-95|16-85-95|16-85-95,16-85-95 | Alexandria, Pst) 9712 . 9759-5 975659 973g—5g | 973g—5g |973g-53 1973952 
Qulo, Kr. vee | 18-159 |17-65-75)17 -65-75|17 -65-75|17 -65-75)17 65-75, 17-65-75 | 44. aso Be 3814*| 38i9* | 381o* | 381.* 
= . 11-45 |16- ad 16: es 16: ad 16- eas 16: a 16° 5 st Pt. ... ; 2 3 050) 39 39° 500) 29; 50) 2: 500) 39. 50 (b) 39-10 (6) 
Pesos . i Esc. 0 4~ 4~ 
do. do. | 17-22¢f 17-22¢f| 17-22¢f| 17-22¢f| 17: post 17-22¢f | om 8° oe" ai, M7 og 7 Lost 51084), 108% 
10* 
FORWARD RATES Istanbul, £T 110 {| 3 32106) 2210) 521(6) 521(6) 521(6) > 
The following rates are for one month, which form the basis for | Athens, Dr... | (375) | 225) | 325) seo | aoe | coer | Seer 
«alings for other periods, to a maximum of three months. India, Rup.... | ¢18d. 176 ATS 7b 1715 y6— IT 1756 
16 16 16 16 16) 16 
Lond Mar. 8, | Mar. 9, | Mar. 11,| Mar. 12,| Mar. 13, | 14 | Kobe, Yen ... |{24-58d. Laie-716 14316-716 147j6-11}¢) 1412-34 ne _— 
ee 1940'| 1940'| 1940 | 1940 | 1940 | Modo ste L4igr15 | 147-15 14156 [Alem | 15h Rieeces 
| o 2 ongkong, $ eee 16 16) 1494— 6- 
; i Ticsenes 899d. * 35z0* 3316* 3316* 3930* 3516* 
34p-Par | 34p-Par | 34p—Par | 34p—Par | 34p-Par | 34p-Par Valpara {fs 40 ito" 110* 110* 110* 107* 107* 
|g) see enema nene | PR om adrenal 
tevideo, = = 
Par-2d | Par-2d | Par-2d | Par-2d | Par-2d | Par-2d Singapore, $ t 28d. | 28116-516) 28116-516 2811616 281} 6-516/28116—516 |28116—516 
11gp-Par |11op—Par |112p-Par |112p—Par lgp-Par 11op—Par Shanghai, $... on ee | 7 3 ee a — ory 2 
3p-Par| 3p-Par| 3p-Par| 3p-Par| 3p-Par| 3p-Par Bogota, Pes.... ses ie a an cect a sae santas eae 
. 3p-Par| 3p-Par| 3p-Par| 3p-Par| 3p-Par| 3p-Par i P. unit of local Par 8-235lz9 since 
es 3e-Par 3p-Par ipPat Jota ze ar 2izp-Par enn we Feb ; 1, 1954. (a) zane to fation on Apel 3 1935. 
219p—Par |212p-Par |21op—Par \2lop-Par '212p—Par |212p-Par (b) Rate for payment at the of England for d) Official. 
~? = Premium. d = Discount. (e) 90 days. (f) Mail transfer. ( g) Trade ll am 
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BANK CLEARINGS 





Comparison with previous weeks 





















































PROVINCIAL a Bank Bills | Trade Bills 
eee a 
(£ thousands) | Loans Psp 
shnsesiieacnisisiiiinpiiliatihaneisaasenitissenagamaanmatmmeanameamaaatlialincsntinisandihinpmsiiosambiiains | 3 Months 4 Months 6 Months 3 Months|4 Months 6 Months 
Week ended egate from —— 
Four weeks ended Saturday anuary 1 to 1940 % % % % % ~ | 0, 
eae ——_—————_ |_ Feb. eS seeeee inate Use~1ii6 1nie-lis ete a3 ae | 3-31, 
| aii. dil decks.) imeem a eee Aca). MER menses 114 | 1132-11j6) 111g-11g | 11e-114 2 4-3 | 3-31; 
| Mar. 4 | Mar. 2, Mar. 1, Mar. 9,|Mar. 11,| Mar. 9, > 209 2. 1-11 li Lyg—11g | 11g—114 | 210-3 | 234-3 | 1 
| 1939 | 1940” | Change| 1939 | 1940 | 1939 | 1940 Mar. 7 °..... I-llg | 1153 | aie-dig| d1g-11g | 219-3 | 23-3 | a3 
te a ac al accel ae ee ina, egg Geers I=11g | 132 | Dyp-11g| Mg-11g | 212-3 | 234-3 | 3-31; 
No, of working ns 
days :— eae ape ee NEW YORK 
BIRMINGHAM | 9,775 8,751 |— 10-4| 2,021 | 2,657 | 26,148 | 24,561 
BRADFORD. | 31463 6969 |4201-2| 819 | 1,008 | 8987 | 15:166 The Sates Saas Company pits Ge Stipeing amy ent eaten een 
BRISTOL......... 5,479 | 6,258 |+ 14-7) 1,162 | 1,922 13,593 | 16,681 New York :— 
Sl eeteinad ,256 | 3,280|+ 0-8| 731] 943| 8541| 9,370 Mar. 15, Feb. 14, Feb. 21, Feb, >. 28, Mar, ar. 6, Mar. 3, 
LEICESTER .. 2,791 | 3,021|+ 8-3} 610| 743] 7,417| 7,934 1939 1940° 1940 
ie 1 | 25,030 |+ 23-1) 4,532 | 6,008 | 51,963 | 61,369 ° ° ° oy ‘ 
MANCHESTER | 38,798 | 45,913 |+ 18-2) 8,621 | 11,332 | 99,422 | 115,961 % % % - % %, 
NEWCASTLE... | 6,628 | 5,898 |— 11-0) 1,366 | 1,751 | 16,475 | 15,638 Call money ........sssecseeseees 1 1 1 1 1 l 
NOTTINGHAM | 1,993 1,908 |— 4-2) 449| 453 5,343 | 4,906 Time money (90 days’ mixed a “ - a 
| CONN) — ccc cevcccccccccccccccce 2 lio 
Total: 9 Towns | 92,524 | 107,028 |+ 15-3|20,311 | 26,817 | 237,889 | 271,586 Bank acceptances _* _seling Rates’ 
—_—_—_— a en aD ° 2 2 2 2 ly 
DUBLIN ...... 24,864 | 23,638 |— 4-7) 6,247 | 5,856 | 65,537 | 64,948 ae | 6(S iG . lb 5 % 
SHEFFIELD... coo | one ooo 1,007 755 | 11,758 | 8,060 Commercial accept., 90 days 1 1 1 1 1 1 
¢ Clearing of suburban Gann through local clearing discontinued from ee 
September 7, 1939. New York on Mar. 7 | ay oes De Se, Bie Ma, 12, Ma Mar, A 
| 
London :— Cents Cents Cents Cents Cents Cent: 
MONEY RATES ail 304, 3007, | 3867, 38612 377g 375 
4 39033 38653 8 415 
LONDON 2-235g| 2-21lp| 2-191] 2-191g| 2-14lo! 2-121, 
ai : 16-94 16:94 16-95, 17-01 | 16-98 | 16-95 
| Mar. 7,| Mar. 8,| Mar. 9,|Mar.11,|Mar, 12'Mar. 13|Mar. 14 Bos *| 73:48'2| 23:G'2| 73:2) 23:G32)| 224s 
1940 1940 | 1940 1940 1940 | 1940 1940 40-20 40:20 40-20 40-20 40°20 | 40:20 
! 53-13 | 53-13 | 53-10 | 53-10 | 53-14 | 53-12 








i 19-32 19-32 19-32 19-32 19-32 19-32 
Bank rate (changed| % | % % ‘|? % % 


22°73 | 22-73 | 22-73 | 22-73 | 22-73 | 22-73 
23°83 | 23°83 | 23-83 | 23-83 | 23-83 | 23-83 
Ung’t’d | Unq’t’d | Unq’t’'d|} 0°72 | Unq’t’d| 0-71 











1939) ...cccccrrrsereee 2 2 2 2 2 2 2 
Market rates of discount 85: 85-000 | 84-570 | 83-250 | 81-375 | 82-000 
60 days’ bnkrs.’ drafts} 1139 1lz9 1lzg 1lz9 1lzg 182 23:49 | 23-49 | 23-49 | 23:49 | 23-49 | 23-49 
3 months’ do. ...... 113g 1132 1139 1132 1139 1139 em 8 - 6°85 6°85 6:85 6°85 6°75 6°55 
4 months’ do. ...... 116135! 11yg—1 1g) 1149-118) 11ig—11g) 1116-119) Llig—11g 1? 1g (mkt. rate) | 23-45 | 23°45 | 23-50 | 23°55 | 23-50 | 23-50 
6 months’ do. ...... | Lig—11q! L1g—114 | L1g—114 | L1g—11g | Lg—11q | 11g~114 | 11g-114 Brazil, Milreis 5:10 5-10 5-10 5-10 5:10 5-10 
Discount Treasury Bills 
2 P +e ie 1-139) ive 1=11zq} 1=1132} 1-1139} 1-11z2 
3 months?’ ............ 1lz2 1132 1132 1132 : 2 
Loans—Day-to-day tpt sential set Bertie) Bently] Benthy iat Official Buying Rates for Bank Notes : 
acepeohobeeiaeaane 1-llg) 1- 1- - —1l4; 1-114] 1- 
Deposit allwncs.: Bk. | 1g 1g “| 1g lg 1g 1g lg The following rates were fixed on March 14, 1940 :— 


Discount houses at call | 12 12 | 12 e | 
At NOTICE ......ceeeeeees | By | & 3 By |ClO 


j | j 


1g lg New York, $4°11; Montreal, $4-54; rane, 178 of ba! Brussels, 24-05. 
Bq 7) Amsterdam, 7-68f1.; Switzerland, 18: 10f. ; 3 Oslo, 18 -25kr. 
Buenos Aires, 17- 75 paper pesos ; Java, 7: ee 








MONTHLY STATEMENT OF BALANCES OF LONDON CLEARING BANKS 


(000’s omitted) 
Barclays| Coutts | District | Give» | Lioyds [Martins (Midland {National Pasinn| West-_| wrttia = 
tts istrict P $ ationa - iams 
February, 1940 ; Bank | and Co.| Bank ae Bank | Bank | Bank | Bank | cial minster !Deacon’s| gate 





































































































































































ASSETS £ £ £ £ 

Coin, peaks notes and balances with the Bank of 

DEIN 0 incieile cc keeeheaeh bekkebbsiibahesbennapbahienente 3,064 | 33,792 | 36,565 247,266 
Balances with and cheques in course of collection on 

other banks in Great Britain and Ireland ............ 327 | 10,562 | 12,693 72,909 
IEE ois cacksicsbiocshonbicsontssbossesoiesios ssi a wa 7,278 
Money at call and short notice...............sseesseeseseees 2,398 | 15,378 | 27,147 149,135 
MINTS ncsoccnnnsscunscennsobibbhosonpbasonenensecoeie 1,298 | 58,461 353,130 
SEED isicicnbkacncseneisinossbnbonteuccatwipehosorsieened 14,542 | 75,210 608,579 
Advances to customers and other accounts............+0++ 168,624 16,978 | 135,123 137,773 999,818 
—_— of customers for acceptances, endorsements, 

SencaabeandenEnnonenabonesndssenoseebbeneboneneesbegnnenee® 31,390 337 | 10,813 | 19,676 117,166 
Bank. PTEMISES ACCOUNT ............cesereescerccscscsccseeers 7,459 572 7; 5,365 45,010 
Investments in affiliated banks and subsidiary com- 

SIDED acusstebennbenccsbnnnsanenssacensosnbersonsbonsssonnncess 3,670 2,514 | 2,993 23,551 
39,516 | 349,193 | 388,041 2,623,842 
Ratio of cash to current, deposit and other accounts 8-71 10-55 10-46 10°45 
Csauelenens 
1,060 1,500 | 9,479 | 9,320 78,197 
530 1,160 | 8,500 | 9,320 61,147 
eereane deposit and other accounts 37,214 35,170 | 320,401 | 349,712 5,634 
Acceptances, endorsements, etc. aoe - 4,101 337 | 10,813 | 19,676 117,166 
Notes in Circulation .............cccccccsssssecsecesecsssceees Re 1 eet 13 1,388 
Reduction of bank premises account ...............c00008 i 310 a 310 
493,821 | 26,277 43,215 | 467,305 | 121,266 39,516 | 349,193 | 388,041 | 46,188 2,623,842 
Raw CorTrTon delivered to Spinners Worip SHIPMENTS OF WHEAT AND FLOUR WortD SHIPMENTS OF MAIZE AND 
Se a a ee ee eee Maize MEAL 
Week ended | Fr "From Aug. 1 ito » Week ended |FromAug.1 to ie 
conaricty..) | Mar. 1, | Mar. 8, |Mar. 10, Mar. 8, (000 quarters) | Mar. | S *3 | Mar. "i me | Ge. Week ended |FromApr.1 10 
; we | Se | Se | seine 1940 1940 | 1939 | 1940 From “Slag Maz | Mar. Me. 
seo ane on nas N. Amation-- ‘534 | 922 | 19,511) 15,387 (000 quarters) 9, ll, | % 
American ........ , 1- Argentine ru- 9 1940 
Brazilian ......... 28 | 1-9 | 175 | 184 pdatyizrerevseneee | 334 | 261 | 5,308 13.182 sa nernenrensinemmnens | 1940 | 193 
Peruvian, etc. ... P 0 ustralia ...........0008 eve eee 7 
Egyptian ......... 10-8 | 6-2 | 191 | 231 Russia ........cc.scc0e+« a ce Vaes 114 Gapetion seeeseessens 4 ai 113,189 189 1480 
Sudan Sakel .... | 2-4 | 2-4 88 | 102 Danube and district | 34 180 | 6,524) 4,650 America ... 3 | ea 11439 
East Indian ..... | 7-3 8-7 237 223 Other countries ...... ow | 4 3308) 345 28 42 1,509; 
Other countries. | 1-6 1-9 101 92 28 21 2137 5137, 1,613 1,613 
, Total .......00++ 902 | 1,363 | 44,316! 34,290 
Total eves oes "6 fagee “epee * Unobtainable. + Shipments up to Sept. 2, 1939. Total ......+000+0 447 | 416 ' 33, 33,734 24710 
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TRANSPORT RECEIPTS 


British Railways and London Transport Board 
Publication of Weekly Traffic Returns is now Suspended. 





Canadiana Natioaal “| 3 








CANADIAN 


(For heading, see Overseas Traffic in first column.) 


$ $ $ 
9 [Mix 7 » 4,095, 933 + sii, 303) | 39.430.429|+ 9,601,014 








Canadian Pacific.....| 9 2,655,0))) +233,099| 25,827,000! +-5,549,000 
IRISH RAILWAY TRAFFICS 
Ree Sete | Sere Seg Sete, SOUTH & CENTRAL AMERICAN 
oe ait re pis ous pal ues coe 
Pass. | Goods | Total | Pass. | Goods | Total and Pacific see | 36 9. $1,798,000|— 57,000 48,691,000) — 921,000 
B.A. Gt. Southern... | 35 2 #3;208 00) ¢ 65,000| 81,714,000|+ 746,000 
———— ” | B.A. Wester secese | 35 2) ~ $817,000|— 10,000| 27,238,000) + 2,139,000 
Belfast & Co. Down— | 36 9| +1,637,350|— 480,900 64,223,050 4,316,650 
1989 swvvvveseessevnereere | 26 | 0-8 | 2:0 | 16-2 | 4-1 | 20-3 ae 3s al * jog'eae| + 5,910) 6,050,016|+ 268,999 
= endis wa | 0:5 2:5 98 | 48 | 24-6 | nf h26,882\+ aoas wees “7186 
“1888 a | 9:6 | 10:9 | 20-5 | 82-4 | 98-2 | 180-6 calnaltieacn 9 2 22, 73701 61; 3 20, 

tas casseseeceseeeee | 688 | 100 | 18:8 | 89-7 | 110-8 | 200-5 Nitrate w....ccrcccoseee | 8 Feb. 29 fess 11,569 45,856) + 26,654 
| | United of Havana... | 36 |Mar. 49,491|— 2,487| 752,882;— 18,889 

“tis ininadienneees | 28:0 | 43:7 | 71-7 | 277-2 | 408-3 | 685-5 

tenia se) 28-6 | 45-7 | 74-3 | 279-4 | 421-2 | 700-6_ 





acme WEEKLY TRAFFIC RECEIPTS 


INDIAN 
i Gross Receipts Aggregate Gross 
3 for Week Receipts 
Name 5 I itiiada Tl Aiincntinennscn 
1940 | + or — 1940 + or — Company 
1940 Rs. Rs. 
pout Wwenen | 12 [Feb lo) sagan + tics La3semr SE 
jagpur ...... + . i i0....... 
, Bar. & C1. | 47 29| *37,98,000] +-7,81,000}10,98,99,000] + 18,11,000 New York Ger — semen 
Madras & S.Mahratta | 45 10} $21,92,000|— 75,001) 6,59,99,455] + 15,85,278 Pennsylvania Railroad... 
$, Indian .........0-+-- | 43 Jan. 31] $15,63,636|— 81,602|4,53,11,288|— 4,29,185 Southern eo 
* 9 days. $ 10 days. + 11 days. Union Pacific .............. 


seeee 


eceee | 38,500,000 | 5,500,000 | +5,600,000 | + 





tree in Apentne peo =..5. OCrey) 3 BY a, 


AMERICAN RAILROADS 


| Compared with Jan., 1939 


— |———----- 


| -emenanes 1940 
Ke 





Gross | Net | Gross Net 
- $ | $ $_ 


| 14,474,000 | 1,766,000 | 


42,521,000 + 
31,700,000 | 3,800,000 


95,000 
+ 4,200,000 | + 1,700,000 


we 500 1,400,000 | +1,700,000 | + 
+++ | 12,500,000 | 1,600,000 | + 600,000 + 300 





DIVIDEND ANNOUNCEMENTS 


Rates are actual unless stated per annum or shown in cash per share. Rate for ve year refers to total dividend, unless marked 














by asterisk to indicate interim divic 























! *Int. | *Int. | | i *Int. | 
| | Pay- | Prev. ; Pay- | Prev. - Pay- | Prev. 
Company | t = Total | | able | Year Company . Total | able | Year Company <. | Total able Year 
' | | } 
%0 Yo Yo % % % 9 % % 
RAILWAYS Brit. it, Quarrying A a 8 8 Taylor Walker ...... %+| % lape. 4 
OOATS......... 3* Mar. 29} 3* - 3” - 4 6 United Carlo Gatti... 5 9 vee 14 
Natal-Zululand ....... 1* +04 1* B. |, ek ons 7 7 Valor Company ...... ” 15 vie 10 
ANKS Brown and Eagle...... 7t| 10 10 Vestfold Whaling ...' 10*] ... gas 3* 
Canad. of Commerce 2 May 1 2 Bruntons, Ltd. ...... ‘aii 20 aa ea 6 10 |jApr. 4 10 
Eastern Bank ......... 4t ei 7 Cannon Brewery 4 8 8 Viscose Development 7 10 aes 7 
Guaranty Trust ...... 3 .. {|Apr. 1 3 Carrick’s (Caterers) « 3 6 6 Wallis Tin Stamping a «. |Apr. 1) 71o* 
Nat. Bank of India.... 8t | 16 wee 16 Clayton Dewan on 6loF| 10 + 8 Wickens Pease ...... ei 3 sae 4 
Twentsche Bank ...... bes 4lo}  ... 5lo Colvilles ...........0066 5 8 aie 8 Yardley & Co. ......... 30t | 45 a 50 
TEA AND RUBBER Conway Stewart ...... 131o¢| 1712/Apr. 8} 5 UNIT Sa Pence Pence 
Ayer Kuning Rubber at 10 “a 6 Coventry Tool ...... <i 6 had Tilo Brit. and American.. 1°65s aaa a 
Batu Tiga Rubber ... Tlot} 10 “aie 5 Doulton and Co. ... | ... 5 15 For. Govt. Bond 3°8 es ee: 
Ceylon ~~ e 3lo*) , Mar. 30} 31* Ellis ons Goldstein ... 8 = 16 Inv. see and Reserve 2/8 . Nee Say $1/7 m 
Highlands, etc., Rbr. se 0 aa 8 Flettons  ........cseeeee 1212 $1/7 ans «ee (Elld.n 
Klanang Produce ... | ... 10 |Apr. 19) 4 Firth (T (Tr) a1 & mown (J.) uct $1715 $1712 Universal } Fixed .. ae $14: 00751 ses “ie tl6- +4142 
Langkat Rubber ...... sae 614 r. 30) 41g Ford (Holland) ...... 20 20 ea canted 
Mengkibol Rubber... |... 6 |Mar. 28} 212 Gen. &C ios mee ne Aly 5 $ Free of income tax. (m) Per 10 income sub-units. 
New Crocodile Rbr. 3t | 5 oe 4lp Grainger and Smith ca 3 i Nil (n) Per 10 reserve sub-units. __(p) To date, 1939-40. 
North Malay Rubber. | ... 6 sie 5 Harrisons & Crosfield 5* Apr. 5| 5* (s) Final distribution. Trust terminated. 
Raimai Tea ............ 5*] ... |Mar. 15} 5* Hills (Blackpool) ...| ... lp}... | Nil (z) Whole year, 1938-39. 
Seremban Rubber 212 |April 10 2 Horlicks, Ltd. ......... 1313* Apr. 1) 1313* BOOTS PURE DRUG COMPANY, LTD.— 
MINING _ SCOTES...00000cccce00 5 712|Mar. 19} 712 Dividend for quarter ending March 31, 1940, 6 per 
A een Tin ...... ~. (p)3212/Apr. . :. ee and i i vat 10 iss 5S. cent., as before. 
enward an: urt aes 4 , ais 
» 1,* lat COLVILLES, LTD.—Final ordinary dividend for 
2 eC) Hy | Mar * we pom hy ay — oS ” Mer = oS 1939, 5 per cent., making 8 per cent., as before. 
wee 8) Mar. 26} Nil* Lancashire Dynamo . 15t | 2210 a 25 HORLICKS, LTD.—Interim ordinary dividend 
Zips . Fe 24 m io 8 invoument- ee eee 1712 a dee ' ame maintained at 1313 per cent. 
- . 2 ee reo os = THE ANGLO-THAI CORPORATION, LTD.— 
* lo*® ’ 
a “sa 2s rr a ae a a At a board meeting held March 12, 1940, the following 
T1o* Apr. 2| Nil* Peek Frean and Co. .. £7lo+ $10 E Tot dividends were declared: Interim on preference 
Sungei Besi Mines --- | 1625" Mar. 29 Phillips (Godfrey) “a ei ~ | a | 6G See ee ee 
Tronoh Mines .. | 10" Apr. 3] Nil* Radiation ; 6 1215 212 Poe cent. actual on ordinary shares (6d. per share), 
INDUSTRIALS * . aaah aii | 1215 1215 less income tax at 7s. in the £, on account of the 
o-Thai Corpn 2Qlo* Mar. 30} 21o* Rose (L.) and Co. 37ict| 6210]... 6215 year ending March 31, 1940, payable on and after 
Associated Cement Tlot| 15 os 20 Scottish Cap. ee a 4 aa 31, March 30th 
Associated Clay ...... 219 5 ace 10 Stephens (H: ne 6 ane 6 GAUMONT-BRITISH PICTURE COR- 
Pure Drug 6* | ... |Mar. 30) 6* Swears and Weils ... | ... 4 a 8 PORATION.—The 5!2% Cumulative First Prefer- 
Brit. Insulated Ci Cables 15¢ | 20 eee 20 Switchgear & Gouun eas 10 or 29 ence dividend for the half-year ending March 31, 
Brit. Portland Cement | 1212t| 20 ‘ 2212 Tarslag, Ltd. ......... ian Tl | 15 1940, will be paid on the due date. 
SHORTER COMMENTS Thomas Cook and Son (Bankers).— British Insulated Cables.—Gross 
Peek Frean and Company, Ltd.— Balance sheet dated October 31, 1939, profit for 1939, £783,224 (£807,874) ; 
Profit for 1939, £195,059 115,808) ; 3 shows deposits, £3,451,661 (£4,022,180) ; depreciation and fees, £175,643 (£175,808); 


taxation, £54,750 (£18,175) ; provision for - 


4 proportion of Associated Biscuit Manu- 
facturers’ E.P.T. liability in form of 
a “special taxation bonus,” 

£42,500; ordinary dividend raised from 
74 to 10 per cent. tax free; carry forward, 

£32,503 (£36,179). 
a Thomson-Houston Com- 
(0,648 taxation, £410,000 (£300,000); 
een ee Gate 
> > 

trdinary dividend 7 per cent., as before ; 
cary forward, £192,058 (£182,829). 





cash, £743,617 (£780,687); advances, 
£317,401 (£323,984); money at call, 
£265,000 (£300,000); Government se- 
curities, £716,461 (£742,207). 


Swedish Ball Company.— 
Net profit for 1939, Kr. 20,141,191 
(Kr.20,345,691) after depreciation, 


Kr.7,116,554 (Kr.6,918,006) ; and taxes, 
Kr.10,000,000 (Kr.5,600,000) ; pensions, 
Kr.1,560,000 ; additional depreciation, 

,000 ; surplus account, Kr.481,191; 
dividend, Kr.12 per share, against Kr. 10, 
absorbing Kr.15,600,000. 


to reserves : war contingencies, £100,000 
(nil) ; general, £13,334 (£100,000) ; carry 
forward, £488,305 (£486,558) ; ordinary 
dividend unchanged at 20 per cent. 


Hugh Stevenson and Sons, Ltd.— 
Trading profit, 1939, £173,311 (£107,856) ; 
net profit, £65,652 (£42,175) ; to depre- 
ciation, £18,227 (£18,619); income tax, 

27,215 (£22,488) ; to N.D.C. and E.P.T., 

50,000 (£4,250) ; * deferred dividend 224, 

> 


against 133 cent. ; to reserve, £ 


per 
(£7,080) ; carry forward, £76,127 (£66,139). 
(Continued on page 503) 


500 





@ Interim dividend. 

(A) Yield on 412% basis. 

(m) Based on pa 
(x) Yiel 


ing yields of fixed interest stocks allowance is made for interest accrued, less income tax at the standard rate, with allowance for 
leemable at or before a certain date the final date of repayment is taken when the stock stands 
above par. The yield on ordinary stocks and shares is calculated on the latest dividends, account being taken of any increase or reduction of interim dividends, 























Prices, Jan. 1 to 

Year 1939 || Mar. 13, 1940 
High | Low || High | Low 

71lg | 61 681g 
1071g 98 1031, 
9634 901g 9512 
991g 9278 9734 
991g 87 94 
10414 | 1003, =e 
1121g | 10334 108116 
8714 7934 865g 
935g 8734 92 
951g 8712 9234 
10912 | 10012 10633 
9914 9434 98916 
9678 9112 95'8 
10833 | 102 10513)¢ 
987g 86 931g 
837g 73 8014 
99 1 9712 
64 S12 5934 
90 8214 
11514 | 10412 10514 
10614 95 102 
10312 98 10012 
11212 | 103 107 
10312 92 101 
110 102 10512 
1111p | 104 106 
815g 72 7812 
93%6 | 8612 8712 
10234 95 98 
911 7354 8434 
6512 34 51l2 
95 50 5612 
31 8 1512 
2312 6l2 20 
19 9 193g 
5512 2312 3412 
72 30 4812 
100 65 65 
8614 58 76 
1212 9 95g 
44 4 5lo 
331g 3 4l2 
30 15 21 
351p 15 25 
6112 33 57 
55 40 50 
65 20 20 
11lp Bq 6 
Prices, 

Jan. 1 to Last two 
Mar. 13, 1940|| Dividends 
High | Low (a) (6) (c) 

% 
1101g | 10612 | 2le 
115 104 214 

6514 431p liga 
90 81 lp 
11012 | 10714 212 
52 3512 3lgc 
80 53 5 
60 3714 4 
24 1273 1lg ¢ 
6012 42 4 
8 me s. 
8 llgc 
79 64 46 
104 8919 212 b 
10 75g Nil 
85g 553 Nil 
834 65g Nil 
95 6lg Nil 
67/6 60/- 10 

Tig 6%16 412 

34219 | 31612 6 6 
£4673 | £4312 8 8 
30/9 25/6 5 5 
73/3 62/- 7 7 
40/6 35/- 3 3126 
9716 Bl, 5 5 
11/3 10/6 334 3l3a 
{94 | £0i'g | £22c £2l0b 
2 2 
54/6 48, 6 6 
7 71 Tle 
85/- 73/6 8 8 
5%6 5lz9 5 5 
2812 2478 4 10 
3073 28 8 8 
69/9 58/9 Tig Tle b 
440 | 418 81 8loa 
aso | 41/3 | 38a ola 
6lq 
85/- 73/4 9 9 
2433 21 40 a 
131g ll 4/6a 
80/6 75/- 1/6a 
261g 2312 
105, Ol4 3/1b 
165g 133g +25 6b 
155;6| 1314 6/- 6 
2833 +] 84-075 ¢ 
79/9 67, $50 «c t50 c 
8lq 7 ll a 
8lg 73g 3/3 a 
78/712] 69/6 1/3a@ 
7 6g || ¢10 al t10 b 


(6) Final dividend. 
(i) Yield worked on 12% 

ent of 212%. 

tked on a 15% basis. 


y : | 


Victory 
War L. 


t 
French 


Poland 71% 
Roum. 4% Con. 192. 





| Name of Security 


Gritisn runas 


Name of Security 


Public Boards 
C. Elec. 5% 
Lon. Pas: 


s. Transport || 
% “A” 1985-2023 | 


1956 or aft 


or after ... || 
et. W. B. *B” 3% 
P. of Lon. 5% 50-70... 
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4% ... 
312% af. 1952 
Local Loans 3% ...... 
Austria 3% 1933-53... 
HR RD ccccccccccce 
Do. 312% 


Do. 412% 1958-68... 
Dom. & Col. 


Rave BR IUNLWWO 


“~~ 


atena 


a 
oS 


- 


vts. 


s 


eeecccsccece 


verpoo! 
Middx. 312% 1957-62 
Foreign Governments 
Arg. 412% Stg. Bds. 
Austria 412% 
—— 4%, 36) 1970 


ulgaria 7 
Brazil 5% Fa. 1914 ... 


SONU AOWS&| JAR ONAADSHNKOU 


ro 


1934-59 


_ 
UU DAVIN INDA WWWW WREWWW WWWWWWWWNWWWWD 


— 
gTPese 
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4% Brash. 


ovo 
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¢ English Swg. Ctn. ft 


1950-70 


AQOwRNAAAS KOUD bnF 


OASCOWSOOKHAS 


seeeeccce 


AVOQooQaHoco CWVOWWOR 


a|| Burmah Oil 








7/3 5/6 
81/1013) 71/1012 
66/3 


w 


(c) Last two yearly dividends. (e) Allowing for exchange. 
5 (j) Yield worked to average redempti 
(n) To redemption at par, in year shown. 


(y) Yield based on 47% of coupon. 


( 
ae 1988) 
Yield on 1-523% basis. 

(zs) 1% paid free of Income Tax. 
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LONDON ACTIVE SECURITY PRICES AND YIELDS 


Name of Security 


Trustees Corp. Ord... 
United States Deb. ... 
Financial Trusts, &c. 


Watney Combe Def.£1 
iron, Coal and Steel 


ridg 
S. Durham Ord. £1... 
Staveley Coal, etc. fl. 
ener S cae 1 
wan, Hunter cane 
Sos ° 


Thornycroft, John £1. 
U. States Steel $100.. 
Un, Steel Cos. Ord. £1 


Brit. Cel. Ord. 10/-... 
Coats, J. & P. £1...... 
Courtaulds {1 ......... 


1. 
Patons & Baldwins £1. 
Whitworth & Mit. £1. 
Electrical Manufactg. 
Associated Elec. £1 ... 
British Insulated 


Clyde Valley Elec. £1. 
County of London £1. 
Edmundsons £1 ....... 
Lancashire Elec. £1 .. 
London Ass. Elec. él 


British Pow. & Lt. ft 


Midland Counties £1. 

North-East Elec. £1... 

Northmet Power £1... 

Scottish Power £1 .... 

Vertahioe Beste £1. 
as 


Imp. Cont. Stk. ....... 
Newc.-on-Tyne £1 ... 
S. Metropolitan Stk.... 
Motors and Cycle 
Austin 5/— .........0.s00 


Rolls-Royce £1......... 
Standard Motor 5/- .. 
Aircraft 
Bristol Aero. 10/=...... 
De Havilland Air. £1 
Fairey Aviation 10/-... 
Hawker Siddeley (5/-) 


Allied Sumatra £1 ... 
Anglo-Dutch £1 ...... 
okai (Assam) £1 ...... 
ndon Asiatic 2/- ... 
Rubber Trust £1 ...... 
United Sains 2/— wo 


Anglo-Iranian £1 ...... 
Apex — 5/-.. 
e M. $4.. 
rinidad Leasenlds £1 


)} n 
(%) Yield 





~ 
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Flat yield. (g) Yield worked on 4% 
k) Based o: at in 


+ Free of Income Tax. 
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», 2 », 
S Prices, Ch'ge| Yield ee Last ! 
1940 —— 
re d. 
is d. 6 
8, P3l2a | 9/9 8 4 6t 
ca! 0 |) 51/3 42/6 614a} 10 65)| Cons. Gids" ofs: AL “£1 47/6 | —1/3| 616 0 
id 10 8/9 514 3 15 1215;6 95 5b) 95 ali Crown Mines 10/- ... 1354 | — 1g} 619 O 
1 Te 50/- | —6/3|6 3 6 & 512 30 a} Nil 5)| De Beers (Def.) £212 Tl2 | - 10 0 0 
(3, 2812 8/6 5 13 Od 42/6 32/- 15 cl 15 ¢ fo’burs RE ucacce 42/6 | 700 
$3213 c| m29 43/lloxd| —6d | 3 8 3 || 40/- 32/6 lllga} 11146 ontein £1......... | 40/— 11 5 O 
—n 812 54/419 +7lod| 410 O |] 1ldig 87g 25 a 6), Rhokana Corp. -&) -. || 103g 416 0 
a +20 102/6 | —2/6| 313 Ot] 16/- 13/6 10 a 5 b Roan Antelope Cpr. 5/-| 15/6 417 6 
0 10 73/9 | —1/3| 411 6/]/ 101g 914 75 a 75 6) Sub Nigel 10/-......... | 9lo | — 19/8 3 6 
9 7124 50/- | —2/6|8 0 O|] 75 634 5/66} 2 al) Us Union Cp. 12/6 fy. pd. 71g 512 3 
0 3 1s > . $ 8 : 88/9 Nil Ni W. Witwatersrand 10/- || 8 i 
9 8 — 4 
3 3 3a | +3d/5 6, 0 UNIT TRUST PRICES 
15 27/6 5 91 lied by d Unit T: 
3 Yy managers an nit Trusts Association 
9 Ni za ‘ 5 wa 0 * *CPable excludes certain open and closed trusts) 
6 
25 28/ligxd| +i/41o] 7 2 0 Ww. 
‘ 25 iliexd|+1/44e] 7 2 0 Name and Group | Mar. 13, eel Name and Group | Mar. 13 i 
5 a 40/- Oe iii ett htc ghee 
0 9 33/9 4 3 0 || Municipal & Gen. || ——~“Keystone 
6 5 b 32/- | - 419 0O|| For. Govt. Bond 11/6-11/9xd|—10l2d) Gold 3rd Ser. ... 12/3-13/9 
; 5 ¢ 13/9 Nil __|| Limited Invest... | 17/—-1 | Keystone 2nd ::. | _10/9- bid | 
0 t7lo 6lg | — 1g| 314 Of]] New British...... 3/9-10/- —ligd|| Keystone Flex. ... 12/Pip 141g 
0 $2-25c —-$1);4 70 Bank-Insurance ] Keystone Cons.... 11/6-13/- | 
5 5b 12/- oi 4 3 4/|| Investment Tr. ... 10/6-11/6* | Keystone Gld. Cts.| 11/112-12/412 | 
6 6 32/6 | ... |612 0 16/3-17/6* \ Allied 
20 31/3 |-—1/3|6 8 0 17/6-18/3* Brit. Ind. 2nd ... 12/6-13/9 
141g a 85/- ° 411 0 16/--17/3xd* Do. 3rd 13/—-14/3 | +3d 
2712 51/6 | -—2/-| 4 1 0 11/9-12/9* ooo, | Do. 4th 14/3-15/6 | —3d 
7124) 81/3 | —3/9| 418 6 20/3-21/3* | —3d || Elec. Inds....... eee 15/—-16/3 
5 22/6 li 40 0 8/3-9/6* “ - | Metals & Mins. . doe 12/6-13/9 | 
3 17/3 ai 5 4 3 Other Groups 
1212 60/- |—7led| 5 0 O 13/9-14/9 114 | Rubber & Tin. ... 11d.-1/2 | 
31g 55/- ‘“s 4 0 15/119-16/712 | —1led|| Br. Emp. Ist Unit 17/6 bid | 
5 a 43/9 | —Tlod| 4 5 14/119-15/71p | —11ed|| Producers ......... 6/6-7/3 
25 22/6 | —1/3| 8 9 12/3-13/9 | —3d || Domes. 2nd Ser. | _5/9-6/3 | 
10 ies —1/3| 5 0 15/l19-16/71oxd)} —11ed)| 1st Prov.“*A” ... 17/1lg bid | +Llod 
334 66/1012] +-7lod| 4 6 . “B® ... 11/9 bid | +11lod 
7p 5 £ 50/732 nn We 4 0 -10/3-11/6xd}_ ... Bank, Ins. & Fin. | 10/1019-11/1012| ... 
Tgal 15 United holes 6/8... || 27/6 45 8 Gen 14/1012-15/1012| —3d || British Bank Shrs. | 18/--19/6 | —3d 
15 a} 50 5)) Woolworth Ord. 5/-... 65/- ow 5 0 || Inv. Gold ......... 15/6-16/6xd} llod ee Indust. 8/3-9/3 















Security First 
(a) Interim dividend. (6) Final dividend. (c) Last two yearly dividends 


* Bid and offered prices are free of Commission and Suny Duty. 


THE WEEK’S COMPANY RESULTS 
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il Available een 
Year | Total | Deprecia- | Net Profit) “gop |] -- — 
Company : a after Deb. | ,; °° 
Ending | Profit | tion, etc. | "Interest — Pref. Ord. Rate | To Free 
il | Div. Djv. Reserves 
7) a, a ee 
» 3 
) 0 Electric Lighting, etc. £ £ £ £ £ £ % 
) 3 Clyde Valley Power......... Dec. 31| 901,614 bo 627,900 | 789,215 || 58,000 | 252,000 8 300,000 
5 Ot of London Elec.... | Dec. 31 | 3,439,530 | 929,015 | 1,066,490 | 1,720,017 || 322,916 | 719,129 101, | 75,000 
il Eke. Dist. of Yorkshire ... | Dec. 31 | 257,955 cas 236,364 | 296,202 || 46,800 | 87,750 9 100,000 
; London Associated - Dec. 31 | 1,165,331 ae 186,031 | 324,022 || 75,400 | 295,856 | (wv) |Dr47,410 
5 6 North-Eastern Electric ... | Dec. 31 | 1,582,876 | 500,000 | 521,320 | 739,364 || 185,482 | 333,194 7 me 
1 9 North Wales Power......... | Dec. 31| 419,255 74,000 | 103,467| 113,501 aa 91,000 7 10,000 
» 0 Iron, Coal and Steel \ 
5 0 Birds and Dalmellington | Dec. 31! 260,970 ahs 240,970 | 345,371 ae 174,542 16 50,000 
3 6 Davisand Timmins ...... | Dec. 31 68,733 a 39,525 59,881 6,500 | 22,500] 25 10,000 
1 6 Lancashire Steel .... Dec. 31| 990,201 | 175,000] 331,352 | 476,293 | 73,166 | 157,532 7 100,000 
5 0 Vie Coal ee Dec. 31| 254,606 52,964 68,768 | 138,892 |} 12,136 | 28,857 3 25,000 
u er 
3 0 Jugra Land and Carey ... | Nov. 30 72,944 2,137 63,307 66,534 a 57,430 4 5,000 
3 0 t Sumatra ......... Dec. 31 9,929 250 5,406 6,837 é 4,686 614 wae 
6 T Estates ‘Sgn Nov. 30 5,321 500 4,076 4,507 oe 3,893 6 
Shops an res 
2 3 Gorringe (Frederick) ...... Jan. 31 28,768 a 18,541 46,450 10,000 | 10,000 5 bi 
1 3 Mappin and Webb ......... Dec. 31 87,054 7,167 54,213 95,017 || 29,437] 16,746 8 es 
5 4 Roberts igs Feb. 14 19,746 979 8,447 18,488 1,000 9,688 121. 
1 ° Stagg Russell eames Jan. 31 6,355 3,315 2,440 28,461 12,500 aa a ai 
rus 
8 3 QM Caledonian ................. . | Jan. 31 112,593 i 43,526 83,407 18,466 | 21,102 7 3,958 
2 3 Hellenic and General ...... | Jan. 31 1,404 a 32,538 97,024 |} 16,250| 16,250 5 a 
London and Clydesdale... | Feb. 1 33415 oe 37,399 69,319 14,812 | 11,850 6 10,000 
2 0 Border, etc. ...... | Jan. 31] 111,009 hs 49,788 71,824 45,000 ae i ee 
4 0 Eastern Invst. ... | Jan. 31 91,991 ee 36,911 60,075 14,311 | 13,910 612 5,000 
1 0 Western Invest. an. 31| 133,895 ics 61,472 | 114,631 18,466 | 36,410 12 6,596 
40 Paton’ iat Jan. 31 67,765 gt 22,112 33,361 13,001 4,334 219 5,000 
r mpanies 
8 ; Angus (George) and Co.... | Dec. 31 51,769 10,496 36,926 50,695 4,800 | 26,875 71346 
21 Bith Stone Firms ......... Dec. 31 62,432 a 35,056 79,181 Bs 35,000 14 ad 
2 : Portland Cement... | Dec. 31] 823,606 | 260,000} 541,387 761,359 || 100,800 | 400,000 | 20 40,000 
0 : punee Floorcloth ts . | Jan. 31 12,763 3,935 5,450 5,540 1,247 2,403 4 iia 
6 . End Goh Goldstein ......... Nov. 30 37,269 2,052 14,595 21,097 2,925 | 11,662] 23 i 
1 ; Pith and Co. ....s.sc.01.3- Dec. 31 35,559 er 18,153 71,311 me 12,882 1712 ee 
a rans aoc and Webb | Dec. 31 66,036 oa 30,984 42,032 ||(b)14,147 ees es 15,000 
8 cy Morgan and Co. ...... Dec. 31 95,872 ‘“ 17,337 26,133 || 21,884 50 5t e 
38 Gallaher, Ltd. ........0000000 Dec. 31| 913,167 ee 347,963 | 536,515 || 42,250 | 305,225 2712 Ls 
:% een, etc., Rubber ... | Dec. 24] 106,818 ie 106,818 | 148,438 || 28,500} 53,750] (k) 25,000 
ot er and Co. ...... an. 31 20,849 ee 12,349 34,853 2,500 8,250 To aa 
2 ; fooper, Struve and Co.... | Dec. 31 5,114 a 2,155 2,563 2,000 Re Za 500 
| jebon and Co. .....esse00s Dec. 31 86,299 15,000 58,030 92,293 ie 58,163 15 ais 
- OME Ltd..ssesserseeseees Dec. 31 50,591 4,361 12,525 16,612 2,925 6,075 15 
% ; W Land Co. oeececcssee Dec. 31| 285,410 ee 38,758 53,331 15,750 | 22,750 612 
ci London Brick Co. ......006 Dec. 31] 336,344} 100,000] 233,115 | 315,115 || 32,000 | 200,000 10 a 
A Mewtichael Radio ......... Dec. 31 |Dr. 1,659 3,430 |Dr. 8,882 |Dr. 8,882 a aah a a 
, xux’s Brewe ie .. | Dec. 31} 266,985 23,496 92,355 | 320,442 || 17,737 47,218 7 25,000 
10 0 We Frean and Co. ...... | Dec. 31] 195,059 a 82,824 | 119,003 |} 36,500 | 50,000 10t a 
. 3 Pier Ro, D.) and Co. ... | Dec. 31} 131,490 a 45,014 58,712 a 19,744 | 30 25,375 
3 0 ME RappeeiMers: .sssessesseeees Dec. 31 9,972 ese 3,714 4,806 se 3,656 | 1212 os 
03 WR Plug Co. ooo ceccccceees Dec. 31 75,373 1,059 60,610 82,855 12,750 | 40,000] 40 4,953 
es hen (t (Thomas) & Son | Dec. 31} 39,701 7,153 | 25,599 | 56,870 || 11,250| 11,079 5 he 
12 6 OS (L.) and Co. .......... Dec. 31 69,491 7,852 35,279 47,259 || 10,500 | 20,110] 62l2 5,000 
Squirrel Confecdonesy ... | Dec. 31 16,148 2,718 12,711 16,467 406 7,150! 20 ae 
12 5 Seen Hugh) and Sons Dec. 31| 173,311 18,227 65,652 | 127,302 || 29,250 3,250 223d.) 18,675 
17 6 Wb Tent 88d CO. eee Jan. 31 9,923 1,500 6,423 15,663 1,500 4,000 4 1,000 
0 0 Tarmac’ E Led bea oes Dec. 31 | 133,493 35,896 53,097 91,645 11,000 | 37,045 712 5,000 
Wamletts, Ltd oe seecsesee Dec. 31| 29,257 2,710 | 11,714 | 19,917 os 7,800 | 10 5,000 
oot BL vetworth Brothers ...... Dec. 30 33,500 4,346 12,604 21,866 1,950 5,200 10 
1 Bb Tore Papers «.......ecee00s Dec. 31 44,965 asa 32,681 52,123 || 11,608 | 12,840 17 7,000 
a als be 000’s) : No.o; fos. 
seals j eek to March 16, 1940 14,460 2,250 5,905 9,082 1,390 3,781 = 835 
1946. ‘an. 1 0 March 16,1940 | 428 96,101 5,915 54,964 79,705 || 10,077| 38,044 aaa 5,135 
upon. ee ! sac paimenssiitiiiaindlh 
t Free of income tax. (5) 18 months’ dividend. (k) 155g per cent. ord. and 50 per cent. deferred. 





10/712-11/719 | + 1lod 




























(m) Inclu bonus of 5% free of tax. (p) Annas per share. (s) 813% paid free of eet we 





¢t Free of ineome Tax. 
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+ 16,428 
525 


654 
2,775 


877 
720 
183 


1,459 
8,030 
2,241 
10,060 


+++ +++ 
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38 
737 
4,788 
3,690 


oe 
5,251 
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14,477 
77 


52 
1,086 
5,454 
1,233 


101 
1,708 


ee ee ee 
N 
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+1 


Preceding Year 
Total | Net Ord. 
| Profit | Profit Div. 
£ £ % 
768,671 534,557 8 
3,444,732 | 1,183,870 101, 
268,050 251,745 9 
1,282,623 331,899 7 
1,509,880 619,000 7 
415,288 113,730 7 
304,410 304,410 16 
40,110 32,951 25 
856,760 362,042 7 
200,946 59,787 210 
40,193 37,458 2 
8,031 3,071 4°16 
2,647 1,788 | 4 
35,403 26,428 8 
106,187 72,554 8 
18, 12,527 1212 
17,548 12,662 Nil 
117,172 49,230 8 
80,232 35,166 5 
82,050 39,947 6 
119,238 58,675 5 
88,601 36,857 6lo 
135,520 67,131 13 
66,595 22,243 21 
30,051 17,817 41li¢ 
65,009 37,599 15 
944,271 662,094 2212 
11,313 4,669 4 
27,185 14,946 16 
37,376 25,649 17lo 
39,140 20,056 Nil 
121,575 35,468 | 1,000¢ 
738,580 461,111 2712 
95,847 93,597 1212 
7,844 7,3 5 
5,915 3,026 Nil 
70,656 42,491 10 
31,220 7,693 10 
287,295 49, 9 
587,130 434, 20 
'Dr. 26,640 |Dr. 27,762 Nil 
266,447 114,244 9 
115,808 86,698 Tot 
106,722 87,907 25 
10,041 5,189 1552 
66,641 57,997 40 
40,412 27,320 5 
60,212 37,027 621> 
11,993 8,796 15 
107,856 42,175 123d. 
6,940 3,560 2 
152,467 75,666 10 
16,264 9,010 8 
27,284 13,215 10 
31,558 26,866 12 
14,104 6,756 
91,222 56,812 








(v) 1s. 1-38d. per £1 of stock. 


7/3-7/9xd 
Yield on 18-95% basis. 
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BRITISH WHOLESALE PRICES 























Mar. 5, Mar. 12. 
1940" 1940” M940” 1940” . Mioag’ Mar. 12, 
CEREALS AND MEAT TOBACCO—continued s. dos. d. MISCELLANE ” 
GRAIN, etc.— Myentend, stemmed and un-f 0 10 0 10 nie ous 
Wheat— s. do. sp do | —s_—s S@MMMMEY| on... see eeeeeeeeeeeeeeees 1 10 1 10 CEMENT, . Portland, d/d sit 
No. 1, N. Man. 496 Ib. f.0.b. emment 06 0 6 in paper bags 20 to ton res nonsrenaS | 
SN ose Gattashinisectssaoos 31 712 31 1012 East Indian Perk 20 20 ore y 
Eng. Gaz. av., per CWt. ....... [se Unstemmed. 06 © 6 4-ton loads and upwards perton 45 0 3 0 
Fe Plata, Ber trassseeesessees os ~~ eC ULL eee 18 18 CHEMICALS— 
Straights, d/d London ......... 220 220 eee nen Ee Mon, 
ey, x » AV., per cwt. 16 5 16 10 TEXTILES 99 NiRTIC 2... ...cccccccsccccevees {3 ‘, 
aa, La Pina, 480 Wb, C8 ss Be M (per Ib.) — . a x» Oxalic, net ......... per ton 59/1000 59; 10.0 
tee, Ma apron. 6 ie 6 ie Raw, Mid-American ..........+.++ 8-02 7:69 » Tartaric, English, less 5% 1 5ir }' Si, 
‘MEAT— F, ‘ -- 10°48 10:39 carb. ...... perton 32/0/0 32/00 
Beef, per 8 Ib.— oo 3 - ”» Sulphate ..........4+ 9/6/0 9/60 
: 7 8 
English long sides............... { $s 73 24:50 24-40 Borax, gran. .....+.+0+000 perewt, 18 0° is 9 
Imported hinds ..............0++ 4 5 4 ‘Fe 23 viesdee o/1010 Sao" 
M rool 23 9 239 itrate of soda ......... per ton 9/10/0 9/100 
utton, v 44 44 s& ds. d, 
Oe { 3-3 32 9 32 9 Potash, Chlorate, net ... perlb. 010 010 
tt 44 44 » 38 in. ditto, 38 a Sulphate per ton4 10/0/0 10/00 
Lamb, per 8 ib.— 18% X 16, 10 Ib. .........5 13 0 13 0 ao 10/15/0 10/15 0 
ta 60 60 » 3712 yds., Soda Bicarb. ............ -Perton 11/0/0 11/00 
Pork, English, per 8 Ib. ......... 80 8 0 16 X 15, 814 Ib. . 120 12 0 Crystals ......sccsesseseeee per ton { Sint 5/50 
5/100 
BACON cwt.)— FLAX (per ton)— £s £38. Sulphate of copper .... per ton 25/15/0 25/ 
ae ooo eee 113 6 113 6  emony So sindsbebincedactbassbeens 155 0 155 0 COPRA (per ton)— - _— 
HAMS (per cwt.)— ernau HD ........ trseeeeeeeseseees 160 0 160 0 S.D. Straits, Cui.f..........:c0ccee0 13/10/0 13/100 
SNEED dakansncenssissseosensonionpnness 118 6 118 6 a HIDES rt Ib.)— as dos. d 
| TED ccncansennenconseccocsocees Nom. Nom. ed Austra- a 
OTHER FOODS | Mente S BOE FB ....ccccccceces 26/0/0 26/0/0 “in Cucensiand +40/50 Ibe. ; = 0 67 
UTTER | i 4 0 4 
B Sanam ieee JUTE (per ton)— West athe Soseoccesonccocccscoces { 0 51. 0 51, 
Grades ..0....cesssseeeseeseneees mn 0 1s © | Mabe inate, cht BARS. Cape, J Jo’burg Ord. co parazasscee 98 08 F 
Mar-Apr o....0.0scs0sesseseeeeees Dry Capes .........++. . %g 0 959 
CHEESE (per cwt.)— Daisee 2/3, cai Drysalted Capes ...... 30/40 Ibs. © 914 0 93; 
Canadian (n¢W) eseeeeseeeene 78 0 78 0 Mar.-Apr. ..... English & Welsh Market 
EEUEEEINEE nossennncnsasconevsnose 7 7 
English Cheddars w..-..-s.cse.n SISAL (per ton)— Best heavy ox and heifer . 0 ae 8 
MECH ccrcccccccccccccccccccccccccccce one oes African, Mar.-Ma : " Best 07 i 
COCOA (per cwt.)— | 2 : covccccocces oe occccescccces COLE seorsseesesenecnsenccnsenss 0 912 0 9) 
34 6 34 6 On Z secccccescccvcccccccscccsesece e 
CII, BS, vccvessncsscoetecesescscses 35 0 35 0 BUD. D cccocccccccccccccncscceccosecs gor el to fine { 5 0 5 0 
IID ssscisciictcmmoxncmecsronett = . 4 : SILK (per Ib.) — , , ; " ———. 88 
ras (per Ib.) — 
iin denen 62 0 62 0 PID Acksnnnpsnbsrsctihbbessiornncsens Sole Bend 1 10 1 10 
I ataeceoneocnsnensncreonenity BF DS Of RI cierstncscsesnsnscccnsnees eg mmmmmnaaael 73 3% 
COFFEE (per cwt.)— Bark-Tanned Sole .......... 3 0 
act: 420 42 0 | WOOLwertby— ae cnt “>i 3% 
Costa Rica, medium to good ... so o 3 ° | Scleceed Beant wetherk, eee 1654 16% Shoulders from D.S. Hides ..... 1 5 1 5 
. blackfaced, greasy ....... 1 14 1 
Kenya, medium ...........ssssss00 = : = . Australian scrd. fleece, 70’s 3512 351p ” Eng. or WS do. ...... 20 20 
EGGS (per 120)— ad calles 7 = scrd. Ond pie snow white rth as" Bellies from DS do. ..........0000 ;: : : ; 
English (15 Ib.) ....sssssessesseeens {i328 | Tope w» Eng. oF WS d0.evessses00es fe 33 
; 64S WAIP ....cscssssesesseeeesees 42lo 42l1p 15 15 
Danish (15 Ib. and over) .......+ 18 6 18 6 56’ carded. : : 20 2 
’s super carded............+++5 3634 4 Dressing Hides ....... 0 
FRUIT— 4's average carded ............ 2914 ie. 6], memes re en ne : : : : 
S prepared...........sceeseeeee 28 
a bores{ 11 § 12 0 ee. 
: ETRO PRODUCTS (per gall.) — 
» Spanish ......... lp c/s 3 : = : MINERALS Motor Spirit, England & Wales 1 634 1 6% 
weuine . * &, 8 (c) ae Burning Oil ....... O 914 0 5 
oo (os CNN) 2... n ones xs. 14 0 11 0 COAL (per ton)— s. d s. d OA Autom nic gan oly =“ 0 9p 0 92 
i 12 0 27 3 27 3 omati in : 
Lemons, Messina ......... .. bzs. 16 0 2 : Welsh, best Admiralty ernccccccece 27 9 27 9 Fu - = ear eee 1 33, 1 3% 
Apples, B. Columbian...... bxs.{ 13 9 13 0 Durham, best gas, f.0.b. Tyne...4 27 § 32 § —— 
UD ckispsesedtebesesesdeoes O 614 0 6% 
Grapefruit, Jaffa (M.S.) ........ ‘ ; : _ : "Pie, Clee ae ton)— SIE dsoiansnebceccensnouscssess 0 7 ‘07 
Gerstont 0. a? d/d ....... lll O 111 O ROSIN 
LARD (per cwt.)— Biel me Dieacaas 257 6 257 6 a 25/0/0 25/00 
Irish, finest bladders .. 0 46 0 el zal, ewvy casas 223 0 223 0 SEREEGER sorerveonnovesonveneosssons 35/0/0 35,0,0 
— ‘ 5/0/03, 
0 54 0 inplates (home, ic. 14X20)... 24 9 24 9 RUBBER b.)— d,s. d. 
Imported ..........cessccscscssseseee 6 42 6 NON-FERROUS St. rib as sheet ......... 1 Olg 1 033 
PEPPER (per Ib.) — wee m METALS (per ton)— Fine hard Para ...........000+eeeee - 1 034 1 05; 
in id oO 33 1 
staal wwe 2 8 Net essen nssnnssenne 62/0/0 62/00 | SHELLAC (per cwr.)— 85 0 82 0 
White Mun (ta. ) (in Bos id) 0 5 0 5 Tin— eaLL0W ( Se ee eeeeeeeeeeeee 88 0 85 0 
” paid. 512 0 5ilg 254/5/0 256/15/0 <li 
POTATOES io on)— | Sentes cash Ooecccccevccccccces {ete 357/0,0 London Town ee eeeeeeeeereeeeesees 22 10 22 10 
: : . 73 70 Three months ...........-000+5 110) {0 | TIMBER— 
English, King Bdwerd, Sitend) 75 76 | 14 — 253/13/0 256/0/0 | Swedish u/s 3  8......perstd. 25/17/6 25/176 
Wisbech, King Edw.(per ton)(f)4 119 © 110 0 scSalt foreign, 28h wvnrvne 25,0/0 25/0/0 0 Bex t > @ | RS eee 
ter (e Canadian 
a Centrifugal cwt. ame G.O.B., SPOt........seseeeeeeeeees 25/15/0 25/15/0 Pitchpine r-steiecenbeer "load _ - - : . , 
a Me Coat. >» prpt. shipm. - _ Aluminium, ingots and bars .... _110/0/0 110/0/0 Rio Deals ceed. {Hie 33/010 
ee ee . nabeiacepenenbens 
REFINED London — Nickel, home delivery ............ so i9s/0/0 saneaamaniemmnnaens = — 50,0,0 
Granulated, 2 cwt. bags 3610 36 . : maine 
Cubes, 1 cwt. cases 4010 40 ” Antimony, Chinese ............... sae 95/0/0 Limseed, raw ......sseeseececereesees 42/10/0 42/100 
Pieces, 2 cwt. bags 34 6 34 6 . a crude “ee 
Soft Brown, i Ib. cartons 35 6 35 6 ee Slee OE te ute : ae 2826 
; tinum, refined ......... per 0z. ! 
West India Crystallised ...... 73> WS Quicksilver .........0..0 per 76 Ib. $207.00 $207.00 18/15/0 18/150 
TOBACCO (per Ib.)— ray er —_— 
Virginia, stemmed and un-f 0 8 0 8 GOLD, per fine ounce ............... 168 0 168 0 15/2/6 15/2’ 
stemmed, common to fine .. 26 2 6 1 0 18/00 
Rhodesian, stemmed and un-f 010 010 SILVER (per ounce)— ‘i ” 6 s. d. 
STEMMEM .........ccceeeeseeeeeeees 20 20 BO Sie si ia cices sinks sewnsheebnes 1 81536 1 8136 Turpentine (per cwt.) ........0000 54 9 54 9 
(6) Price quoted subject to variation in accordance with at official advance or reduction in price made by Cement Makers’ ruling and 
anh actunee Saas Seige 00 war Cae. ) Higher Pool prices in some samen " “d) Quotations Sr cenaees capper no fener available. Ne* 
ers’ premises. (e) Including eo duty and delivery charges. (f) Official minimum and maximum prices. 
Mar. 6, Mar. 13, | Mar. 6, Mar. 13 Mar. 6, Mar. 13, 
1940 1940 | ‘0° 40° ELL 4 
ams (Per. bushel) — Cents Cents | METALS oo &. .)—cont. Fal cao —_ eee Pe ion Cont 
— = cago, Ma: gierensnree ee — Spelter, SS —. 9" ~ 5°75 5-75 Petroleum, Mid-cont. crude 2 
innipeg, May ...... . K SAN? HMI ancsunsentcasnncnconecs 2 = 
yg ee a ol 
Rye, Chicago, May.............. 67ig 6535 RF crroscccsssecooene Sip Sg aw | Ul 
METALS (per Ie — eS | Santos, No. 4 .......0:-00++. 738 Te | mi awe ancien 9.95 2:81 
— | Cotton, N.Y., Am. mid., spot 11-03 10-82 ae teat ee No. 4, 
Copper, ef, CORMECICE 000 11-50 11-50 | Cotton, Am. Mid., Mar. ....... 11:10 10-90 a » 1.5812 1°58 
in, ype SPOt w00..0.44 47-6212 48-00 | Cotton Oil, N.Y., Mar. ......... 7-01 6-85 5 ase es sae 
Lead, N.Y., spot.............sc008 25 5-25 { Lard, Chicago, leat 6°15 5-95 { modities, Dec. 31, 1931=100 159°5 158°3 
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($454,001,338); bills receivable Bradleys (Chepstow Place).—Net 
Shorter Comments $147,683,083 1 12,845,053) j,total assets, profit, year to January 15, 1940, £7,807 
. 461,688 ($1,2 2 ; preference dividen 16,500 
(Continued from page 499) ‘ie sas s sis Bank, Ltd.—At (same) ; no ordinary dividend, against 
far. 12, Company Results of the Week.— ohama : 7 5 per cent. previous year; carry forward, 
1940 S$ BREWERY ha bl the meeting held in Japan on March 9, £111,425 (£120,117) 
MEUX ve been able to — 1940, accounts for 120th half year ended , eeeeD. 
| maintain total profits because improved December 31, 1939, were approved, and Rawlplug.—Net profit, 1939, £62,060 
a} | trade in the tendon — a a a dividend at rate of 10 per cent. per (£59,447), after income tax, N.D.C. and 
a | a — - mn = Ro 3 ” <A =o annum was declared. Also Yen 1,250,000 E.P.T., £26,574 (£18,682) 3 to reserves, 
45 0 outbreak of war. \ - placed to ordinary reserve. £4,953 (£5,000); ordinary dividend 40 
MELLINGTON again pay 16 per cent., per cent., as before; carry forward, 
Nom, although net profits for 1939 are 20 per Lancashire Steel Corporation.— 25,152 (£22,244); capital ‘interest in 
5 i, cent. lower at £240,970. Owing to an Gross profit for 1939, £990,201 (£856,760); rman subsidiaries totalling £14,953 
9/10c. almost doubl taxation provision, net profit, £268,520 (£382,042) ; to depre- = written off out of reserves, and trading 
sd. Fo geen ea yy £25,000 ii ame) (same) ; on 520,784 accounts out of profits. 

3 TION net profits have en, despite a y same); taxation, {£220, i : 
see satisfactory rise in total profits. The sub- (£273,518) ; ordinary dividend maintained poate 1999. £25 4,006 46201,996) ; teak 
ie sidiary, Wigan Coal, which pays 3 per at 7 BS (aamth’s rocks ail (£40,000), and other interest, etc., £11,413 (£13,176) ; 
—# cent. against 2} per cent., reports that £100,000 (same) ; , 000); AR.P., £35,212 (nil) ; net profit, £207,982 
9/100 Government control has so far not inter- Carry forward, £82,763 (£82,109), after ( £187 770) ; to tax and N.D.C 130,000 
s. d, fered materially with normal operations. sundry credits of £62,832 not relating to ee oh Kins 9 
..s hat h fall of x a lidated balance sh (£66,567); general reserve, £25,000 
orog The somewhat heavy of 13 per cent. year’s trading ; conso ce S eet (£20,000) ; depreciation, £52,964 
10/15 0 in BRITISH PORTLAND CEMENT total, £9,029,417 8,517,021); trade (£51,416); superannuation £10,000 
1/00 MANUFACTURERS’ profits is presum- debtors, £1,033,339 (£574,344) ; stocks, (same) ; ordinary dividend raised from 23 
Sine ably due to higher costs, for it is stated £530,825 (£656,757). to 3 per cent.; carry forward, £19,149 
515.0 that aggregate deliveries were well main- London Border and General Trust. (£16,374). ; ea 

tained in am Extended trading facilities  _ Total revenue for year to January 31, Bairds and Dalmellington, Ltd.— 
3/100 have ——a Ln : ey rise in 1940, £111,009 (£119,238) ; interest and Net profit, 1939, £260,970 (£304,410) ; 
8. d. —— PEEK = : ; = aan caer expenses, £59,087 (£60,063) ; net revenue, ordinary dividend maintained at 16 per 
0 673 eae , ‘ aoe £51,922 (£59,175); taxation, £1,300 cent.; to general reserve, £50,000 
0 44 —— * a paw > S (£500); preference dividend, £45,000 (£100,000); superannuation, £20,000 ; 
0 5%; profits, from £115,808 to £195,059. (same); ordinary dividend, nil against forwar ; — 
0 8. Provision for a proportion of the parent 4 per ‘cent.; carried forward, £26,824 carry forward, £168,134 (£155,131). 
oo company’s E.P.T. liability has been made po 036). i British Portland Cement Manu- 
0 9% by d ing a special bonus for tax (£22, facturers, Ltd.—The profits were shown 
07 purposes of £42,500. Considering the Swears and Wells.—Gross profit for in The Economist of March 9, 1940, page 
0 8%3 recent difficulties of property companies, year to January 31, 1940, £90,911 431; balance sheet dated December 31, 
; i the very small decline in LAW LAND ests) after debenture interest {43,257 1939, shows total assets, £5,773,210 

” COMPANY’S total revenue is a satis- (£36,915) and depreciation £20,000 (£5,494,651) ; stocks, £412,421 (£404,625); 
me commana, ' (same) ; ts 00D anny (ail) 5 —. Cried Croat aaa es cash, 
6 0 annuation, same) ; carry forwar ; creditors, 
Hongkong and Shanghai Banking. 73.174 (81,263); ordinary dividend 71,011,349 (£712,127). 
210 sian Se 19, Sid sea Se 4 per cent., against 8 per cent. previous > 
'7 ($15,296,621) ; ordinary dividend reduced a Meux’s Brewery Company.—Profit, 
40 from £5} to £5 per share ; current accounts — 1939, £266,985 (£266,447); to tax and 
13 end 1939, $691,030,686 ($724,134,216) ; Frederick Gorringe, Ltd.—Net profit, N.D.C., £72,437 (£65,165); net profit, 
; 3 fixed deposits, $148,765,401 ($148,137,618); | year to January 31, 1940, decreased from £96,355 (£114,244); ordinary dividend 
: ; cash, $110,055,690 ($129,461,408); in- £27,153 to £19,266 ; ordinary dividend, reduced from 9 to 7 per cent. ; to property 
1 0 vestments, $324,917,404 ($354,117,642) ; 5 against 8 per cent.; carry forward, and contingency reserve, £25,000 (same) ; 
‘; bills discounted, etc., $452,273,935 £26,450 (£27,909). carry forward, £230,487 (£228,086). 
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(«| EUROPA PUBLICATIONS LTD. || THE NEW COMMONWEALTH 
0 9%) announce QUARTERLY 
1 3%, W W 

T O NE PUB LICATIONS A REVIEW DEVOTED TO RESEARCH INTO PROBLEMS 
: o OF INTERNATIONAL JUSTICE AND SECURITY 

Editorial Board: 
08 ORBIS easy SINE SITY cee cos 
+ G. SCHWARZENBERGER JOHN B. WHITTON SIR ARTHUR WILLERT 
: 3 A SURVEY AND DIRECTORY OF POLITICAL, 
a0 INDUSTRIAL, FINANCIAL, CULTURAL AND FUBLISHED BY THE NEW COMMONWEALTH INSTITUTE 
85 0 SCIENTIFIC ORGANISATIONS IN THE 
22 10 COUNTRIES OF AFRICA, AMERICA, ‘ASIA ‘The April issue contains the following 
| AND AUSTRALASIA contributions : 

aie A o—paee - Png watts a ag Pan 
24 2.6 supplies the need for an authoritative and complete reference ANGLO-FRENC 
33100 | book dealing with the countries outside the boundaries of = Saas 


Constitutional Aspects of Anglo-French Union. By 


Europe. Loose-leaf in form, it keeps abreast of current events 





=e and new information is constantly being added. Professor A. B. Keith (Edinburgh). 
awe £2 2 0 p.a. plus 15/- for binder. Aims and Problems of Anglo-French Union. By Dr. W. 
445 ° Friedmann (London). 
312 
28/2 6 - Practical Steps Towards Anglo-French Union. By 
| THE INTERNATIONAL ||" oositt. BD cine 

Union Franco-Britannique. Par Professor 7. T. Delos 
15/26 3 ' P 
sat WHO’S WHO cil) 





54 9 American Secession and European Anarchy: A Com- 
sail 1940 EDITION NOW READY parison. By H. G. Nicholas, M.A. (Oxon.). 
e. Net Containing more than 22,000 biographies, THE INTERNATIONAL An Australian Comment on Streit’s Union. By Professor 
WxHo’s WuHo is a card-index to persons of note in every A. H. Charteris (Sydney) 
— country. wa the a ae are ae =~ —_ = ones " , 
every part of the world the best service can obtained only ‘ ” 
. | ty wlee Ge hemes edition. THE iNSTITUTE’S DIARY BOOK REVIEWS 
ar. 13, 
bw £330 Single Copies 3s. Annual Subscription 10s. 6d. 
ts 
7 Members of the New Commonwealth Institute receive the Quarterly 
-. Wri Riedie and Union free “ove ant the _——, co Ls special 
59 e ti minim u uri e $. p.a.). r 
18735 17 rite for further details t0 : and enquities regarding membership should be, addressed 10 The 
. , : Com: It tute. : 
2-81 JOHN ADAM STREET, LONDON, W.C.2 Oxford House, Marine Terrace, Aberystwyth, Wales. 
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THE MITSUBISHI BANK, LIMITED 


(Incorporated in Japan| 

SUBSCRIBED CAPITAL...............ccccccesssees . eoeees cccccccccsecescee YEN 100,000,000 
PAID-UP CAPITAL ..........ccccccccsscsssssessensessessseceseeeessssesssesees Y 

RESERVE FUND  ........cccccccssccsssccresccssscesccseceeees YEN 68,211,463 (June 1939) 























































































GENERAL BANKING AND FOREIGN EXCHANGE BUSINESS 
DEPOSIT RATES ON APPLICATION 


Head Office: TOKYO 


Branches: TOKYO (15), OSAKA (5), KOBE (3), KYOTO, NAGOYA (2), 
OTARU, KOKURA, SHANGHAI, DAIREN, NEW YORK, LONDON 


London Office: 3 BIRCHIN LANE, CORNHILL, E.C.3 
- _igiephone: MANSION HOUSE 5531-5532. ck, LONDON” 
era sroreign |” IWASAKIBAK, K, LONDON 





REFUGE ASSURANCE COMPANY LTD. 
Chief Office: OXFORD STREET, MANCHESTER 1 


ANNUAL INCOME EXCEEDS - - £13,400,000 
ASSETS EXCEED - - - = = £71,100,000 
CLAIMS PAID EXCEED- - - - £116,900,000 


NATIONAL BANK OF INDIA LIMITED 


NOTICE IS HEREBY GIVEN that the Ordinary General Meeting 
of Shareholders will be held in the Bank’s Premises at 24 Bishopsgate, 
London, E.C., on Tuesday, 2nd April, at twelve o’clock noon pre- 
cisely, to receive the Accounts to 31st December last, with the relative 
report by the Directors; to declare a Dividend; to confirm the appoint- 
ment of A. N. Stuart, Esq., as a Director and to re-elect him; to elect 
Directors in place of J. A. Swan, Esq., and L. T. Carmichael, Esq., 
who retire by rotation, and being eligible offer themselves for re- 
election; to appoint Auditors; and for general purposes. 

AND NOTICE IS HEREBY FURTHER GIVEN that the Transfer 
Books of the Bank will be closed from 20th March to 2nd April, both 
days inclusive. 

By Order of the Board, 
R. L. HIRD, London Manager. 

26 Bishopsgate, London, E.C.z2. 

12th March, 1940. 


CITY OF CAPE TOWN 
FOUR PER CENT. MUNICIPAL LOAN OF {£178,050 


NOTICE IS HEREBY GIVEN that, in accordance with the conditions 
on which the above loan was raised, DEBENTURES amounting to 
£7,400 were this day DRAWN by lot for payment at par, and that the 
same will be paid on the 1st July next upon the said Debentures and 
all interest coupons not then due, being left at the Standard Bank of 
South Africa, Limited, 10 Clement’s ‘Lane, Lombard Street, London, 
E.C.4, three clear days for examination. 


NUMBERS AND PARTICULARS OF THE DRAWN DEBENTURES 








574) 577, 610. 
3 Debentures of £1,000 each + .. £3,000 
240, 300, 301, 309, 313, 363, 550. 
7 Debentures of £500 each . .. £3,500 
58, 140, 149, 161, 194, 736, 764, 767, ro 
9 Debentures of £100 each .. : a £900 
19 Debentures, amounting together to... .. £7,400 


For the Standard Bank of South Africa, Limited. 
RALPH GIBSON, Manager. 
London, 8th March, 1940. 
Present: —John Eric Ralfs Casey, Notary Public, of the firm of Chees- 
wright, Casey, Duff, Watts and Co., St. Dunstan’s Buildings, St. 
Dunstan’s Hill, London, E.C.3. 





THE EASTERN BANK LTD. 


The Transfer Books will be closed from the 22nd day of March 
to the 6th day of April, 1940 (both days inclusive), 
By Order of the Board, 
Cc. L. MANNING, Secretary. 
2 and 3 Crosby Square, London, E.C.3. 
15th March, 1940. 


OFFER TO NEW READERS 


Any reader who makes his first acquaintance with this journal 
with this week’s issue is invited to fill up the attached ; 


To The Publisher, The Economist Newspaper Ltd., 
8 Bouverie Street, E.C.4. 


In order to test the value of your publication | should like you 
to forward it to me by post for the next four weeks. If | then 
decide to become a subscriber, it is understood that there will be 
no charge for the copies th.s received, but otherwise | shall be 
willing to pay 4s. to cover the cost. 
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Printed in Great Britain by Eyre anp Sportiswoopg Limitep, His Majesty’s Printers, East Harding Street, London, E.C.4. Published weekl: 
Tue Economist Newspaper, Ltp.,'at 8 Bouverie St., Flee: St., E.C.4.—-Saturday, March 16, 1940. Entered as Second Class Mail Matter at the New York, 


DO YOU OWN 
AMERICAN SECURITIES ? 


If you do, you should not miss a single future copy 
of America’s leading investment publication—THE 
FINANCIAL WORLD OF AMERICA. The 
vital facts in this well-known financial journal will 
help you to decide when and what to sell advan- 
tageously. You should keep well informed on what 
is going on in American industries and corporations. 
Some subscribers say that a single issue is frequently 
worth to them the price of a year’s subscription. 
You cannot afford not to subscribe. 


Accept this Trial Offer Today 
Return this advertisement and 4 shillings for 
next 4 weekly magazines, our latest stock ratings 
and data book, “A Ten-Year Dividend 
Record ” of every New York Stock Exchange 
stock that paid a dividend every year from 
1930 to 1939 inclusive. Better still, send 
£1.8.0 for 6 months’ subscription, including 
Confidential Advice by letter as per our rules. 


LONDON REPRESENTATIVE : 


FINANCIAL WORLD OF AMERICA* 


42 Wormwood Street, London, E.C.2, England 


* By subscription only 





TERMS OF 
SUBSCRIPTION 


TO 


THE ECONOMIST 


INLAND OVERSEAS 
£s. d. £s. d. 
12 Months’ - . 218 0 310 
6 Months - . 190 110 6 


Cheques to be made payable to The Economist Newspaper Ltd. 


Copies of THE ECONOMIST may be 


obtained in 
THE CITY: 20 Bishopsgate, and all principal ne ents 
and bookstalls. r , coe 


PARIS : Messageries Hachette, 111 Rue Reaumur. 
W. H. Smith & Son, 248 Rue de Rivoli. 
W. Dawson & Sons, 13 Rue Albouy. 
Galignani Library, 224 Rue de Rivoli. 


BRUSSELS : W. H. Smith & Son, 71-75 Boul. Adolphe Max- 
AMSTERDAM : M. V. Gelderen and Zoon, Damrak 35. 
GENEVA : Agence Naville, 5 & 7 Rue Levrier. 

BUDAPEST : Grill’s Bookshop, Dorottya utca 2. 

CAIRO : Mr E. J. Lovegrove, 14 Chareh Maghrabi. 


NEW YORK : The International News Co., 131 Varick St. 
American News Co., 131 Varick St. and Branches. 


CANADA : Wm. Dawson, Ltd., 70 King St. East, Toronto. 


PUBLISHING OFFICE: 
8 BOUVERIE STREET, LONDON, E.C.4 
Telephone: Central 8631 





March 16, 1940 


N. Y, Post Office. 








